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SBA MANAGEMENT AND OVERSIGHT OF
SCORE

THURSDAY, JULY 11, 2019

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
SUBCOMMITTEE ON INVESTIGATIONS,
OVERSIGHT AND REGULATIONS,
Washington, DC.

The Subcommittee met, pursuant to call, at 10:57 a.m., in Room
2360, Rayburn House Office Building, Hon. Judy Chu [chairwoman
of the Subcommittee] presiding.

Present: Representatives Chu, Evans, Craig, Spano, and
Burchett.

Chairwoman CHU. Well, good morning. The Subcommittee will
come to order.

Everybody is so timely that we are actually starting a few min-
utes ahead of time. But we are actually all here, so why not.

Okay. So thank you for all being here.

As Chairwoman of the Subcommittee on Investigations, Over-
sight, and Regulations, I, along with my colleague, Ranking Mem-
ber Spano, are responsible for performing oversight of Federal pro-
grams that affect small business.

Today, we will have an opportunity to learn about the inspector
general’s audit of the SCORE program, and discuss what steps the
agency is taking to resolve the IG’s recommendations.

SCORE was first established in 1964 as a national volunteer
nonprofit organization whose mission is to foster vibrant small
business communities through mentoring and education. Over the
years, it has grown to one of the largest network of volunteers,
with more than 11,000 expert business advisors at 350 chapters
nationwide.

SCORE provides free or low-cost mentoring and training to small
business owners throughout the country to help them draft busi-
ness plans, market products, and manage cash flow.

SBA reported that SCORE volunteers mentored and trained
600,000 clients in fiscal year 2018, and helped launch more than
54,000 businesses in 2017. These statistics are impressive. And be-
cause of the past successes, Congress increased funding for the pro-
gram from $3.5 million in 2000 to $11.7 million in 2019, a more
than 230 percent increase.

And with the additional funding came expectations that SCORE
would help thousands more entrepreneurs thrive and achieve new
levels of success that help grow the economy and strengthen our
communities. Congress also expected the leadership at SBA and
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SCORE to use taxpayers’ dollars wisely and to ensure that the pro-
gram operates effectively and efficiently.

Unfortunately, SBA’s Office of the Inspector General’s recent
audit of the program uncovered systemic issues with SCORE’s use
of Federal funds and SBA’s management and oversight of the pro-
gram. That is unacceptable.

Sadly, the OIG found that SCORE commingled restricted funds
with unrestricted funds, despite Federal rules and accounting
standards restricting this practice. This is a result of haphazard
oversight by SBA and a failure of SCORE’s national office to en-
force the accounting standards. SCORE’s chapters used 300 sepa-
rate accounting systems, some on volunteer’s laptops, making effec-
tive oversight next to impossible.

And because of lack of appropriate financial oversight by SBA,
Federal funds used for excessive employee bonuses went unnoticed,
and improperly awarded contracts to vendors were made, lessening
the likelihood that the prices paid for the goods and services were
reasonable. I am particularly troubled by these findings. As an
elected official, I fully expect the SBA and its resource partners to
be good stewards of taxpayer dollars.

Moreover, the problems identified in audit may just be a starting
point. The audit only examined $2 million of a $10 million Federal
award for 2017 and part of an award for 2018. This is just a snap-
shot of the funding SCORE has received over the past 55 years. I
am concerned that this may just be the tip of the iceberg and that
SBA’s lack of financial management of the SCORE program could
be endemic of the program and possibly more widespread through-
out the agency.

Even more troubling is the lack of senior leadership at the top
of SBA that puts a strain on the agency’s ability to effectively re-
solve these issues. The fact that SBA has been without an adminis-
trator since March 2019 and without a deputy administrator since
April 2018 is particularly disconcerting. While acting heads of
agencies can keep the lights on, the SBA needs strong leadership
at the helm to restore integrity and accountability.

Today, we will have an opportunity to learn about the findings
of the audit and to hear directly from SBA about the steps the Of-
fice of Entrepreneurial Development is taking to address the IG’s
recommendations and restore confidence in the SCORE program.

I look forward to hearing from Mr. Ware and Mr. Gutierrez.
While I understand that the financial irregularities in the program
preceded Mr. Gutierrez’ tenure at SBA, I trust that you are making
it a priority to restore public confidence in SCORE and in the
SBA’s role to ensure that taxpayers’ dollars are being used effec-
tively and efficiently and in accordance with longstanding Federal
accounting standards.

SCORE’s mission has always been to foster vibrant small busi-
ness communities through mentoring and education and to give
every person the support they need to thrive as a small business
owner. But when there is misuse and abuse of taxpayer dollars, the
real victims are the small business owners and entrepreneurs who
are not getting the service that they deserve.

I thank all the witnesses for being here today. Your testimony
will help inform the committee as we work toward the goal of en-
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suring that the SCORE program is achieving its stated objectives
while being a responsible steward of taxpayer dollars. I look for-
ward to your testimony.

I would now like to yield to the Ranking Member, Mr. Spano, for
his opening statement.

Mr. SPANO. Thank you, Madam Chair.

For over 50 years, the Small Business Administration has en-
trusted the SCORE program with fostering vibrant small busi-
nesses through mentoring and education. Congress has entrusted
the SBA’s Office of Entrepreneurial Development with admin-
istering the SCORE program according to Federal statutes and reg-
ulations.

The SBA’s Office of Inspector General has repeatedly identified
unallowable costs enabled by weak internal controls at SCORE and
the SBA Office of Entrepreneurial Development. The inspector gen-
eral audit released in April 2019 stated that program officials need
to make major improvements to the SCORE program to ensure ef-
fective financial oversight and performance measurement. The
problems identified in this SCORE audit are neither isolated or
unique.

In 2017, the inspector general issued an audit of the SBA’s
$840,000 grant to the SCORE Association to provide technical as-
sistance to small businesses impacted by Hurricane Sandy. In that
report, the inspector general questioned 391,000 of unallowable
costs, nearly half of the grant award. The report stated that the
SBA cannot be certain that SCORE effectively achieved the Sandy
grant objectives.

As a member of the Florida delegation, I put a lot of faith in Fed-
eral disaster recovery efforts, and I expect every dollar to make an
impact on people whose lives have been upended.

Due to unreliable and conflicting performance data, we don’t
know how many people received SCORE services. The inspector
general continually identifies significant systemic deficiencies
throughout SBA grant programs. And this year, grants manage-
ment was elevated to the SBA’s top management challenges.

The purpose of today’s hearing is to identify systemic weaknesses
in the SCORE program, measure SBA’s progress in implementing
the inspector general’s recommendations.

Our witnesses are here to provide greater detail about the report
and outline plans for reform. I appreciate your efforts to protect
taxpayer dollars and improve entrepreneurial development efforts
at the Small Business Administration.

And with that, Madam Chair, I yield back.

Chairwoman CHU. Thank you, Mr. Spano.

The gentleman yields back.

And if committee members have an opening statement prepared,
we would ask that they be submitted for the record.

I would like to just take a minute to explain the timing rules.
Each witness gets 5 minutes to testify and the members get 5 min-
utes for questioning. There is a lighting system to assist you. The
green light will be on when you begin, and the yellow light comes
on when you have 1 minute remaining. The red light comes on
when you are out of time, and we ask that you stay within that
timeframe to the best of your ability.
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I would now like to introduce our witnesses. Our first witness is
The Honorable Hannibal “Mike” Ware, the Inspector General of the
Small Business Administration. Mr. Ware was sworn in as the In-
spector General of the Small Business Administration in May 2018.
He is responsible for independent oversight of SBA’s programs and
operations, which encompass more than $100 billion in guaranteed
loans and nearly $100 billion in Federal contracting dollars.

Mr. Ware has 28 years of experience within the OIG community
and has received numerous awards throughout his career, includ-
ing several awards from the Council of the Inspector Generals on
integrity and efficiency as recognition for his significant work in
the inspector general community.

Welcome, Mr. Ware.

Our second witness is Mr. Allen Gutierrez, the associate adminis-
trator of that Office of Entrepreneurial Development at the Small
Business Administration. Prior to joining the SBA, he served as the
national executive director of The Latino Coalition, where it grew
to include 1.2 million Hispanic business owners and over 90 coali-
tion partners. Before his time at The Latino Coalition, Mr. Gutier-
rez served as the senior advisor to the chief operations officer at
the SBA from 2001 to 2006. He earned his Bachelor of Arts in po-
litical science, with a minor in business administration from the
University of Southern California.

Welcome, Mr. Gutierrez.

Mr. Ware, you are now recognized for 5 minutes.

STATEMENTS OF HANNIBAL “MIKE” WARE, INSPECTOR GEN-
ERAL, UNITED STATES SMALL BUSINESS ADMINISTRATION;
AND ALLEN GUTIERREZ, ASSOCIATE ADMINISTRATOR, OF-
FICE OF ENTREPRENEURIAL DEVELOPMENT, U.S. SMALL
BUSINESS ADMINISTRATION

STATEMENT OF HANNIBAL “MIKE” WARE

Mr. WARE. Chairman Chu, Ranking Member Spano, and distin-
guished members of the subcommittee, thank you for inviting me
to testify before you today and for your continued support of the
Office of Inspector General. I am always proud to represent the
dedicated men and women of the Office of Inspector General and
to speak to you about their important work.

In recent years, my office has produced two audit reports on
SCORE, as well as a capping report on SBA’s grant management
programs. All three reports point to systemic issues in the agency’s
grants management function and deficiencies by the agency for
oversight and monitoring of Federal funds. This lack of oversight
and monitoring, coupled with IT issues associated with the agency’s
performance system of record, EDMIS, hampered SBA’s ability to
defect fraud, waste, and abuse in SCORE. It also led to a culture
in SCORE in which whistleblowing was discouraged.

In total, we made 27 recommendations to enhance the overall
management and effectiveness of SCORE, 13 of which are closed.

We published our most recent report on SBA’s oversight of
SCORE in April of this year. Our objectives were to determine
whether SBA had effective oversight to ensure SCORE spent Fed-
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eral funds per the cooperative agreement requirements and meas-
ured achieved program goals.

We determined that program officials did not effectively oversee
SCORE’s use of Federal funds. They did not perform enough re-
views to ensure that SCORE adhered to the Federal requirements
for quarterly financial reporting. As a result, SCORE commingled
Federal funds with unrestricted donations and used Federal funds
for unallocable and unsupported costs.

Furthermore, despite the longstanding partnership between SBA
and SCORE, program officials did not keep track of the total cost
of the program and did not perform a complete financial examina-
tion of SCORE.

Compounding these issues, SCORE relied on more than 300 ac-
counting systems to track Federal funds, which affected its ability
to perform effective oversight.

We questioned costs totaling over $713,000 that did not adhere
to the cooperative agreement requirements or were not properly
supported and made 11 recommendations, 3 of which are closed.

Our previous report on SCORE focused on the $840,000 supple-
mental grant that SBA awarded to SCORE in fiscal year 2013 for
disaster technical assistance following Hurricane Sandy. We found
that SBA did not provide effective oversight over SCORE’s finan-
cial management of grant funds. We also found that SBA exempted
SCORE from submitting quarterly financial and performance re-
ports. As a result, we questioned costs totaling more than $391,000,
or 47 percent of the grant. The audit report included 12 rec-
ommendations, 10 of which are closed.

We issued a capping report in early fiscal year 2019 in response
to our work on SBA’s various grant programs, many of which, like
SCORE, are under the purview of the Office of Entrepreneurial De-
velopment. The audit found systemic risks with SBA’s ability to
conduct financial oversight, including not enforcing financial re-
porting requirements, cost category reimbursements, exceeding
budget, weak financial review procedures, and incomplete sup-
porting financial documents.

We also found systemic issues regarding SBA’s performance over-
sight, including inaccurate and incomplete performance data and
documentation, failure to enforce performance reporting require-
ments, and performance measures lacking outcome results. We
made four recommendations, all of which remain open.

In addition, several of our most recent reports on entrepreneurial
development programs, including SCORE, have identified problems
with SBA’s performance system of record, EDMIS. Technology
lapses with it continue to impact program management. These sys-
temic issues led us to identify grants management as one of the
most serious management and performance challenges facing SBA
in fiscal year 2019.

Additionally, we recently conducted three criminal investigations
for potential instances of embezzlement and whistleblower retalia-
tion violations within the SCORE program, two of which were sub-
stantiated and are now closed. SBA has not yet provided a re-
sponse to our March 29 report of investigation, which substantiated
a SCORE volunteer was terminated in part for cooperation with
my office on one of the just mentioned fraud investigations.
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SBA officials acknowledge the systemic issues with grants and
SCORE management and have documented plans to address them.
That said, we will continue to perform reviews and make rec-
ommendations for corrective action to promote efficiencies and ef-
fectiveness within SBA’s grant programs.

Thank you for the opportunity to speak to you today. I look for-
ward to your questions.

Chairwoman CHU. Thank you, Mr. Ware.

Mr. Gutierrez, you are now recognized for 5 minutes.

STATEMENT OF ALLEN GUTIERREZ

Mr. GUTIERREZ. All right. Thank you very much, Chairwoman
Chu, Ranking Member Spano, and members of the subcommittee,
for inviting me to testify this morning.

I appreciate the opportunity to appear before the Subcommittee
again. As you know from my previous hearing, I am associate ad-
ministrator of SBA, the Office of Entrepreneurial Development.
Our program office is the agency’s technical assistance arm, over-
sees SBA’s primary counseling and training programs.

Today’s hearing is focused on one of our three resource partners,
the SCORE program, and recent findings of an inspector general
report on the program.

First, let me acknowledge that the agency, unfortunately, did not
exercise adequate program oversight in the past. SBA did not have
proper internal controls in place to monitor the spending activities
as outlined in the IG report. We have been correcting this and will
be doing better in the future.

With the SCORE program, SBA provides the funding to the na-
tional SCORE Association, who then distributes to their more than
300 chapters across all 50 States and U.S. territories. This is dif-
ferent process than other—than our other resource—two resource
partners, where the grant is provided directly to the 63 small busi-
ness development centers or directly to the hundred-plus women
business centers.

The primary manner in which the agency exercised oversight of
our resource partners is through the terms and conditions outlined
in the cooperative agreements.

When I was first appointed to my role in May of 2017, the
SCORE program was two-thirds of the way through their 2017 co-
operative agreement and their fiscal year 2018 cooperative agree-
ment was mostly completed.

In fiscal year 2019, the cooperative agreement, we were finally
able to establish some fundamental foundational items that we had
been working on for over a year. In 2018, I initiated change man-
agement processes that included changing the performance matrix
for all three resource partners to make them more consistent and
to hold them more accountable.

I also revised the funding announcement opportunities and terms
and conditions in the cooperative agreement for all three resource
partners to strengthen the agency’s oversight.

One example with SCORE was the inclusion of language in their
fiscal year 2018 cooperative agreement for potential financial ex-
aminations. In the past, the agency, unfortunately, did not
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prioritize financial examinations. We are now and will be per-
forming an examination of the SCORE for the first time in August.

I have also focused on addressing longstanding audit findings in
the SBA’s Inspector General. Working collaboratively with IG, my
office has successfully closed 90 percent of all recommendations.
We anticipate closing the remaining recommendations in the next
2 months.

With the IG April report, my office has continued to work col-
laboratively with their auditors, and we have closed three and re-
solved eight of these newly issued recommendations.

Since the IG issuance of the audit report, we have increased
oversight of the program. As previously mentioned, we are nearing
the completion of the SCORE’s standard operating procedure, a
first in the program. We also have modified SCORE’s terms and
conditions to clarify language regarding whistleblower reporting.
Further, my office has developed guidance and will be providing
training on Federal financial management as SCORE’s upcoming
national leadership conference that will take place this August.

Please know that I take this issue raised in the IG report very
seriously. I remain committed to making improvements in the over-
sight and monitoring of SCORE’s use of government funds and its
reporting of performance results. I feel the changes we have been
making and the new parameters we have established will help to
prevent abuses in the future.

Thank you again for the chance to testify, and I look forward to
answering any questions you may have.

Chairwoman CHU. Thank you, Mr. Gutierrez.

Well, I will begin by recognizing myself for 5 minutes.

Mr. Ware, SCORE was first established in 1964. Today, it is the
largest network of volunteers, with more than 11,000 expert busi-
ness advisors at more than 350 chapters nationwide. SCORE offers
free and low-cost counseling and training to about 600,000 clients
each year.

I am particularly troubled by the findings in your audit, since
SCORE could serve such great purposes. And I would like to know,
on a scale of 1 to 10, with 10 being the most serious, how substan-
tial are your findings and why? I want to know how, relative to
other audits that you have done, how serious this is.

Mr. WARE. On a scale from 1 to 10, I would be comfortable giv-
ing it an 8. And I can explain.

It is not uncommon—as we have said, you know, we find sys-
temic issues across programs. It is not uncommon to find the type
of issues we found. What elevates it to this is where you have a
culture where whistleblowers are penalized for reporting fraud,
waste, and abuse. And that, to me, i1s completely unacceptable. We
substantiated the fact that a whistleblower was, in fact—which is
basically an unpaid employee, a volunteer—was, in fact, removed,
in part, because he reported fraud to us, which resulted in a convic-
tion. And that for me raises it to a level 8.

Chairwoman CHU. Well, that is—that is really incredible.

And, Mr. Ware, your report found that SCORE commingled Fed-
eral funds with unrestricted funds. Federal regulations require re-
cipients to maintain financial management systems to identify the
source and application of funds for federally funded activities.
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Moreover, the program announcement for SCORE specified that
the program income may not be commingled.

So how many years have these regulations been in place, and
why didn’t SCORE comply with the Federal regulations, and why
didn’t SBA take steps to ensure that SCORE was adhering to this
clear guidance?

Mr. WARE. So I have been auditing for a long time, you know,
since like 1990. And if [—that prohibition has been in place, not
just for SCORE, but across government from then. I remember cir-
cular—OMB Circular A110. I believe that was in 1993. That defi-
nitely made it clear that you could not commingle funds—Federal
funds, period, not just for SCORE. And that was superseded re-
cently—recently, like 2014 recently—by the uniform guidance, but
it maintained the same prohibition of using it.

But my auditors determined that the volunteers placed in charge
of the chapter funds are not properly guided on the requirement of
separating funds. And with no uniform accounting system in place,
it is almost—it is almost impossible to do so.

When I say they have 300 accounting systems, I am being gen-
erous. You know, if you want to call an Excel spreadsheet an ac-
counting system, okay. You know, but that is why.

Chairwoman CHU. Well, I would have to say that that was one
of the most astounding findings, that there were 300 separate ac-
counting systems and some were on the private laptops of volun-
teers.

So, now, SCORE is moving towards a consolidated accounting
and banking system, which would require all chapters to be part
of this new system by September 2020.

In your view, will this consolidation of all chapter-level banking
into a single account controlled by headquarters be sufficient to re-
duce the risk of Federal dollars being misused?

Mr. WARE. On the surface, I would say that it—as a matter of
fact, let me just say it this way. It has a great potential to be suffi-
cient. I say that because a system in and of itself—clearly, this sys-
tem, when you had 300 before, will make things work a lot better
in terms of oversight. But the system is just a system. It is up to
the folks who are responsible for oversight to still conduct the type
of oversight responsibilities like reconciliation, like asking ques-
tions when things come up that look fishy and things of that na-
ture. So it has to be coupled with that real oversight drive by the
agency and by SCORE.

Chairwoman CHU. And would a full-time compliance officer help
in this situation?

Mr. WARE. That is a—that is a tough question for me. I am not
certain if that would help, but it does speak to our recommendation
to SBA that they consolidate their grant function so that they have
one person who is responsible for the success of all its grants pro-
grams.

Chairwoman CHU. Okay. Thank you.

And now, Mr. Spano.

Mr. SPANO. Thank you, Madam Chair.

Thank you, gentlemen, for being here. We appreciate your time.

Many of the financial and performance issues have been identi-
fied in previous IG reports on the SCORE program. And so my
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question for you is this: Have any action—any substantive actions
been taken to address those issues after the 2017 report, or did
thing?s pretty much remain status—status quo between 2017 and
20197

Mr. WARE. Well, I could answer. So some improvements were
made. We had 12 recommendations. We had 10 that we were able
to close based on the information. The problem was, with the two
that are outstanding, have to do with the SOPs that Mr. Gutierrez
spoke about that would really drive that true financial oversight
and drive at real performance, outcome-based performance meas-
ures. So they haven’t put those SOPs out, so they haven’t been sent
out to the field or to anybody else for use.

Mr. SPANO. Okay. So to summarize your comment there, essen-
tially, what you are saying is that the sum and substance of what
would make a difference hasn’t really been implemented.

Mr. WARE. Correct.

Mr. SPANO. Okay. And then I will sort of ask you, Mr. Gutier-
rez, can you explain why that is the case?

Mr. GUTIERREZ. Sure. Couple of things. One is, I think as men-
tioned in my oral, is that when I first got there, as Mr. Ware men-
tioned, is the culture in the oversight. For me, I take it near and
dear and very personal in that sense.

So in terms of making everything effective and efficient, when
looking at everything that was presented to me in arriving there
in 2017, was really to—couple of lanes. One lane was the out-
standing IG items that were there that had never been taken care
of, right? And taking those, within a year, 90 percent of wiping
those out and taking care of them, working hand-in-hand with the
IG to make that statement to staff and internally also to the agen-
cy that we take things very seriously and I take things very seri-
ously. So that was one area.

The other thing I would say too is that as this audit was being
done by the IG in terms of SCORE, as we got to the final draft of
being—three of them already had been taken care of. Why? Not be-
cause they were already doing the audit. It was because I had al-
ready started doing stuff when I first got there and looking and
looking under the rug to really take care and ownership of the
overall Office of Entrepreneurial Development.

So I really have expressed that—and the culture in changing
that ongoing with the team of accountability and everybody on the
team being held accountable, including myself, in moving forward.

Mr. SPANO. Would you disagree with Mr. Ware’s testimony just
a moment ago that the primary recommendations in terms of ac-
counting and how to effectively oversee and provide oversight,
would you disagree or agree with his comment that that has not
been implemented by the SBA?

Mr. GUTIERREZ. Well, the accounting process is—first of all, I
am—it is good to see that SCORE has mentioned that they have—
will be consolidating everything to headquarters. That is a positive
step. But I am disheartened in terms of his testimonies and his—
especially to the Senate, where in his responses, he mentioned in
March of 2020 that he will have it done, and here he responds back
in saying that now in September of 2020. He keeps kicking the can
down the road.
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I feel that that is not—that is not good. I am going to follow up
with his office in that. Because I think the first priority, it
shouldn’t take since 2016 for the SCORE Association to be consoli-
dating the 300 accounts into one in headquarters. That needs to be
a number one priority for them, to recognize from this report that
this means serious business.

By them doing it sooner than later, that is—we are going to still
do the first financial exams in August, but certainly that is going
to enable us even more oversight with them when they consolidate
everything at headquarters in Herndon.

Mr. SPANO. Okay. So that begs the question, how is the SBA
going to make sure that happens?

Mr. GUTIERREZ. I have a followup that I will be sitting down
with them. I am going to ask for more extra data from their side.

I think that instead of doing events across the country and ask-
ing for $900,000 for next year’s budget, he should hire folks and
get this thing done sooner than later. That should be the number
one priority. The number one priority should not be doing events
in the next couple of years. The number one priority should be con-
solidating all those accounts, making that Herndon a one-stop shop
in accounting and having that up and implemented October 1 of
this year.

Mr. SPANO. Thank you. I yield back.

Cl(llairwoman CHU. Thank you. The gentleman’s time has ex-
pired.

And now the gentleman from Pennsylvania is recognized for 5
minutes, Mr. Evans.

Mr. EVANS. Thank you, Madam Chair. I appreciate this oppor-
tunity.

Inspector General Ware, I applaud your work on the audit of the
SCORE program, and I hope the SCORE is listening intently.
These are some very serious issues. Providing more robust over-
sight of the SCORE program is a priority for the Small Business
Committee.

With components like personalized one-on-one counseling, con-
venient online and local community workshops, multilingual guides
and programs targeted towards women, minorities, and veteran en-
trepreneurs, I honestly believe that if operated appropriately and
effectively, this program has the potential to help a lot of entre-
preneurs who just need the right tools and guidance to thrive.

In your view, Inspector General, what more can Congress do to
ensure that the program is operating effectively?

Mr. WARE. Thank you. In my view—and I kind of prepared for
this question in the last testimony and wasn’t asked. But in my
view, I think it has to do with—as a matter of fact, let me use a
different program, the STEP program. So in the STEP program,
Congress put in specific performance measures to ensure that the
program was meeting its intended purpose. Well, that hasn’t nec-
essarily been done for SCORE.

But I have to say that Mr. Gutierrez and his team, in making
some of our—in implementing some of our recommendations, put
in some pretty good outcome-based performance measures this time
around. But if it is not measured properly, it almost doesn’t—
doesn’t matter. And to this date, that is done based on Mr. Gutier-
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rez—and the SBA’s, to be more correct—SBA’s understanding of
what the purpose of the program is. The Congress has not de-
fined—fully defined what their true intent for the program is in
terms of measurables. So we would like this measured. And I think
it worked really well for STEP, and I think that that would work
well for SCORE and some of the other programs as well.

Mr. EVANS. Can you give an example of it?

Mr. WARE. Well, an example of some of them that they did im-
plement recently was like the financial impact to the businesses,
the growth in the businesses. That is what you want to see in
terms of it, not just how many people showed up to one of your
mentoring things or one of your workshops. And those things drive
at what we believe would be—what is the obvious to us, you know,
the reason the program exists.

Mr. EVANS. Uh-huh.

Mr. WARE. And they put that in the 2020 CBJ, and they have
also put it in the grant announcement, I think, for 2019, if I am
not mistaken. Yeah, the program announcement.

Mr. EVANS. Mr. Gutierrez, can you please explain to the com-
mittee why SBA failed to conduct a financial audit of the SCORE
program?

Mr. GUTIERREZ. As I mentioned—let me add a little bit to the
performance too as well, sir, if I may.

All three resources partners, when I got there, they had never
been held accountable for all their expected outcomes and perform-
ances. They had been given a free pass for many years. And that
is truly unacceptable with taxpayers’ dollars. Because what we
want is we want more effective and efficient to reach out to our en-
trepreneurs, to reach out to all small businesses that have that
dream to become a large company and provide jobs for all Ameri-
cans.

So from that standpoint, I just wanted to add that we added per-
formance outcomes and performance matrix, first time for many
years that we released this past year. It hadn’t been touched for
many, many years.

In regards to the financial audit, by then moving everything to
a one system in Herndon, that will enable us to really work hand-
in-hand doing that financial oversight financial exam.

It hadn’t been done in the past, I will admit that and I men-
tioned in my testimony. I don’t know for many reasons in the past
for my predecessors why they didn’t, but we will be implementing
that in August. And, certainly, what I would like, as I mentioned
earlier, more expedited from the SCORE Association, to have this
all implemented by October 1 so we can have even more stronger
checks and balances and oversights on them.

Mr. EVANS. Thank you, Madam Chair. I yield back the balance
of my time.

Chairwoman CHU. Thank you. The gentleman yields back.

And now the gentleman from Tennessee, Mr. Burchett, is recog-
nized for 5 minutes.

Mr. BURCHETT. Thank you, Chairlady and Ranking Member.

Mr.—is it Gutierrez? Tell me your name. Mine gets massacred
every time somebody says it, and I just nod. So tell me how to say
your name.
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Mr. GUTIERREZ. Gutierrez.

Mr. BURCHETT. Gutierrez. All right. And I got Mr. Ware. I be-
lieve I am going to stick with that.

I appreciate y’all being here. And, again, I appreciate the Rank-
ing Member and the Chairlady for letting me speak.

This is for both of y’all and just whichever one wants to handle
it first. Is it the SBA’s responsibility to monitor and oversee the on-
going SCORE operations for effective and efficient use of Federal
funds? And how do your offices define effective and efficient of Fed-
eral funds?

Mr. WARE. I could go first, if I may.

Mr. BURCHETT. Yes, sir, please.

Mr. WARE. It is our belief that it is the SBA’s responsibility.
SBA is the person administering the grant and running the grant.
They are the ones with real responsibility to the American public
to ensure that integrity exists in a program and that taxpayer dol-
lars are being used for its intended purpose.

And what was the next part, the other part? Sorry.

Mr. BURCHETT. Yes, sir. How do your offices define effective
and efficient use of Federal funds?

Mr. WARE. Oh, that would be—from an inspector general stand-
point, that would be where proper internal controls are in place to
mitigate the risk of any fraud, waste, or abuse in the programs,
which is not as complicated as that sounds. It is doing general
oversight, doing general reconciliation, asking for the right finan-
cial reports and reviewing them when they come in.

And the next problem that we have where—let me flip it so that
it would be in a positive—would be a program that adequately
measures the program outcomes.

Mr. GUTIERREZ. 1 would say definitely. You know, yes, sir, in
a sense, effective and efficient is the reason why I put in more per-
formance matrix and more accountability to all the three resources
partners. We are talking close to $200 million a year in appro-
priated dollars, and we want that to be more effective and efficient
and reach out to all stakeholders across the country.

What I would say, that the internal controls is something that,
you know, my staff, you know, they have gotten to know me even
more these last 2 years, but I get into the weeds on things, right?
Why? Because I take it seriously, and I want to make sure that
from the vision of previous Administrator McMahon and the future
administrator too, that we always are taking the agency to the next
step, right?

So as mentioned, the SOP, as it should be, I would say in the
next couple of weeks ready to be released. And that is something
that had never been done before, never been done. No SOP for
SCORE for many, many years. For me, it was mind-boggling. For
women business, OWBO, for example—we are not here for OWBO,
bu‘ilsame thing, no SOP ever. And we are almost finalizing that as
well.

So those are measures and steps of proactiveness approach and
creating those internal controls.

Another example, in terms of—I know Mr. Ware talked about
grants, right? Other thing too is that creating—you know, we all
know about, you know—you know, we get the option when we are
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on our phones or emails to create a two-step verification process,
right, so we don’t get hacked, right? Well, my thought is, and what
I will be implementing is, same thing as well, a two-step
verification process.

Because in the past, the reimbursable that would come in from
SCORE on a quarterly basis would go to the program manager, but
the program manager that reports to the head of that office would
never really see that. And I am like, that just—we want to have
more accountability for everybody on my team. So that two-step
verification process we are going to be implementing before it goes
to grants to pay that particular reimbursement.

I feel that that way, it is accountability for everybody, everybody
is on the hook, that we continue to improve and make everything
more effective and efficient.

Mr. BURCHETT. Thank y’all very much.

Chairlady, I yield back the reminder of my time.

Chairwoman CHU. The gentleman yields back.

And we actually have time for a second round of questioning, and
so I will just start it off.

Mr. Ware, SCORE used more than $100,000 of remaining funds
to increase its bonus pool with a significant portion going to four
SCORE executives. Your report found that SBA did not detect the
fact that SCORE redistributed these funds for these bonuses for
the staff.

Could you discuss the rules and regulations governing the re-
programming of these funds and the seriousness of this issue? And
is thi?s type of reprogramming allowed under SBA rules and regula-
tions?

Mr. WARE. Right. So under grant rules and regulations, there
are ways that the grantee is allowed to reprogram funds. Some of
those require that—you could just do it as long as it is under 10
percent. It is not specific to bonuses. It might be for anything. You
just find that you need it somewhere else for the efficient and effec-
tive running of your program, right?

Chairwoman CHU. Yeah.

Mr. WARE. So bonuses are a little bit different to me, the way
that I think about it.

Anyway, if you go over 10 percent, like they did in the case with
the bonuses, you are required to notify the agency first, and the
agency can determine whether or not that is allowable. In this
case, that didn’t happen. And as a matter of fact, they called it—
they did a line item called additional personnel budget line item,
which meant that when SBA looked at it—well, when they looked
at it, they didn’t—they didn’t know that it was for bonuses. Now,
something like additional personnel budget would beg the question,
like, what is additional personnel budget?

But what was more egregious to us was they used the money
that was left over on the grant to decide that that was going to bo-
nuses. And, I mean, I think that just opens up a terrible Pandora’s
box, if you may, that, well, we could just—we know how much bo-
nuses we really want to give, right, so how about we just cut off
what we are doing? I am not saying that is what they did. I am
saying it opens the box, and we would like to see that box closed.

So, yeah, that was our main problem with it.
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Chairwoman CHU. Mr. Gutierrez, what are you doing to make
sure that box is closed?

Mr. GUTIERREZ. All right. I hear you. Let’s close the box, huh?
That is the term of the day, “let’s close the box.”

No. Certainly, as Mr. Ware mentioned, there is that 10 percent
threshold that they do moving forward, at any discretion for them.
But one thing that I was talking to my staff and my team is that
we are looking at some language in the terms and conditions and
the funding opportunity to require them to provide us what is the
formula, you know. It is very interesting that in there—and it is
unfortunate, you know, that it is top heavy in terms of bonuses. I
think that that is just not an incentive for the whole team over
there to know that only the top are the ones that are receiving the
most.

I think that a lot of times, as we know, is that people in middle
and lower staff are the ones that do a lot of the work, right? And
they deserve to be compensated in that aspect.

So I would say that what we are looking at is putting in lan-
guage in there to ask them what are the formulas up hand and
give them guidance in terms of it. Because he was asking like, well,
what is excessive related? It is very interesting that he mentioned,
you know, that the range of 5 to 20 percent of SES executive pays
receive bonuses.

I am on the PRB, the performance resource board. I have not
seen something where we give 20 percent to SES, noncareer—I
mean, career individuals. So I don’t know where he is getting that
from. But certainly, we are going to create guidance and more lan-
guage in the terms and conditions and also on the funding oppor-
tunity.

So there is no—so he knows—everyone knows what the expecta-
tions are and that we are all on the same page.

Chairwoman CHU. Thank you.

And, Mr. Ware, SBA overreported SCORE’s accomplishments for
numbers of clients trained by 31 percent and underreported
SCORE’s accomplishments for the total number of clients
mentored. And you concluded in your report that SBA should im-
prove its performance measures and program oversight.

How could we improve the performance metrics for SCORE?

Mr. WARE. Yeah. So those metrics—SBA is getting at it in terms
of doing the outcome-based, but in reality, even the output-based
measures could be questionable, because their system of record, it
has a tendency to lose information and the proper information is
not in it.

Their own internal auditors, when they—of all the—let’s say they
tested a whole—their test pool, they found errors in 100 percent.
Yeah. So, you know, they are going to need to clean up EDMIS as
best they can. I know that is not a simple ask or a simple task,
but it needs to be done if we are going to know if the—if we are
going to have accurate measures.

Chairwoman CHU. Thank you. My time has expired.

And, Mr. Spano, you are now recognized for 5 minutes.

Mr. SPANO. Thank you, Madam Chair.

Mr. Gutierrez, as far as the misallocated moneys, it seems pretty
clear, obviously, from the testimony that that occurred, okay? What
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does the—I guess the first question is, have you communicated
with SCORE and their representatives and asked them whether
they plan to return the misallocated money, and what has been
their response?

Mr. GUTIERREZ. Sure. Thank you. Where we are at so far of
the 696—696, we are at a point where it is close to 113, per se,
that they are already saying that they are going to submit back in
repayment. Still there are—there is still a significant amount
there.

There are certain areas that we are still waiting for, which is
kind of interesting, he submitted. I did the same process—and it
is not like I like doing this every year. But as we were talking
about the Sandy, when I got there, it was—the culture when I got
there was like let’s just slap on the wrist and tell them not to do
things ever again. I am like, no, we are not doing that. We are
going to give them a chance, submit anything that they have that
substantiates for us to go to Mr. Ware’s team to reconcile and let
go.

So I did the same process on this one, gave them an opportunity
up to June 30 to submit any additional things that we can go back
to the team and IG to work on.

Mr. SPANO. Let me just interrupt you. Have they suggested that
they use money from the grant to repay the misallocated moneys?

Mr. GUTIERREZ. They haven’t—what they so far have—on
some of the items that they responded in saying, yes, we will repay
this, this only—in the formal writing, they are saying we admit
and we will repay this. They haven’t said how they are going to
pay it. But because—my thing is, we want to get to more of getting
as much as we need

Mr. SPANO. I understand that. But I want to make sure that
they are not using grant money to repay misallocated grant money.
That doesn’t make a whole lot of sense.

Mr. GUTIERREZ. I hear you, yes.

Mr. SPANO. So then I would also ask, as far as the cooperative
agreement is concerned, okay?

Mr. GUTIERREZ. Uh-huh.

Mr. SPANO. Is it a contract per se, as we typically would know
it, where both parties would have responsibilities and then there
are enforcement mechanisms?

Okay. You are nodding your head yes.

So my question is, as it relates to potential future failure to not
meet whatever the metrics are as it relates to their failure to repay
misallocated money, you know, as it relates to the violation of the
whistleblower law, what in the cooperative agreement do we
have—does the SBA have that is—we could use—SBA can use as
a hammer to enforce compliance?

Mr. GUTIERREZ. Yeah, good question. Certainly, I would say
that, you know, if you don’t put something in there, then you can’t
hold them accountable, right? So in revising and updating all of the
cooperative agreements and terms and conditions that hadn’t been
done for many years—I mean, I went in there when I first got
there and looked at all of them, there was stuff there that was still
language when I was there in 2001 that no longer was there.
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So by putting those measures in there now, it is, you know, a no-
tice, if you don’t meet these, I think we will look at areas of how
do we—we are going to hold them more accountable.

On the performance matrix, as Mr. Ware mentioned, you know,
I will say that we do now a quarterly audit in that sense. So now
we look at what they have submitted into EDMIS and make sure
that it is all apples to apples. And before, no one used to do that.

Mr. SPANO. All right. So let me just interrupt you in for a sec-
ond, if you don’t mind. I apologize. I have only got a minute and
11 seconds left.

So my understanding is that now you are incorporating the abil-
ity to be able to hold them accountable under the new cooperative
agreement.

What are the provisions, what can you do under the cooperative
agreement?

Mr. GUTIERREZ. I think there are measures of holding them at
the end of the year for the new fiscal year 2020, if they don’t meet
all the systems, to really look at something seriously of really how
effective we can—should this program really be viable, in that
sense, or what are other measures to continue having that volun-
teer base across the country but with an organization that will
meet all the needs.

Mr. SPANO. Okay. So it sounds to me what the—the hammer is,
is, well, we may not use you in the future.

But my question is, and I would suggest, maybe, you have your
attorneys look at very specifically what is it that we can do during
the term of an agreement to enforce compliance. Not just say, well,
when we are done with this cooperative agreement, we may not—
there has got to be something more than that, would be my sugges-
tion.

Thank you.

Mr. GUTIERREZ. Definitely. We will take that into consider-
ation.

Mr. SPANO. I yield back.

Chairwoman CHU. Thank you.

And now the gentleman from Pennsylvania is recognized, Mr.
Evans.

Mr. EVANS. Thank you, Madam Chair.

Mr. Guchella, did I get that right?

Mr. GUTIERREZ. Gutierrez.

Mr. EVANS. Gutierrez. I apologize.

It is my understanding that the Office of Entrepreneurship at
the SBA oversees the SCORE program, and the Office of Grant
Management awards the cooperative agreement to SCORE and
also monitors it to adhere to the terms and conditions of the agree-
ment.

Does the lack of leadership at SBA restrict your ability to work
within the agency’s organization structure to resolve and close out
the inspector general’s recommendations?

Mr. GUTIERREZ. 1 would say, as I mentioned earlier, that two-
step process verification now, with my head of the Office of Entre-
preneur Education, where the reimbursement comes in from the
quarterly basis from SCORE, before it goes to grants management
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for processing, now I have the head of that office also reviewing
and signing off on it.

So that is an additional layer of internal controls that I am im-
plementing in that aspect to make sure that whatever goes to the
Office of Grants Management to be ready to be signed off by them
to payment, that we—I am holding my team accountable as well.

Mr. EVANS. Can you please explain specific steps that it will
take to ensure there will be effective coordination between the of-
fice—what was that, what you just were describing to me there?

Mr. GUTIERREZ. Yes, sir, that is what I was describing. That
was not—in the past, that process of two-step verification and in-
ternal controls had not been implemented before.

Mr. EVANS. From where you are now and after just listening to
the inspector general, how long do you think it will take you to re-
spond to these recommendations and make this happen?

Mr. GUTIERREZ. I think—I am not going to put words in Mr.
Ware’s mouth, but I know that him and I had—he knows that
when I mean something, I am going follow through on it.

And in the matter of that year of wiping out 90 percent of all the
IG findings—and on these, three were already done. We have sev-
eral ones that we will be closing very shortly. So we have put cer-
tain dates in for each of them that we agreed upon between us and
Mr. Ware’s team. But obviously, the sooner the better on all of
them. And I wouldn’t be surprised, with my great team, that we
will get that done.

Mr. EVANS. I think Mr. Ware wanted to comment on it.

Mr. WARE. Yeah. To your question—I think your question had
to do with how to—the absence of leadership

Mr. EVANS. Correct.

Mr. WARE. Right. And the way that our process works inter-
nally, Mr. Gutierrez and his team works directly with our assistant
inspector general for audits, her director and their team, to resolve
the—when it—the only way it gets to the top is when there are
issues, when you don’t have a willing partner, to—who is really in-
terested in implementing the recommendations and seeing change.
And the audit team has a short meeting on the way over here that
they found this to be the case with Mr. Gutierrez and his team
since he has gotten here.

Mr. EVANS. I would like to go back and the same question I
asked to Mr. Ware. If you had—in your view, what can Congress
do to ensure the program is operated effectively? I heard the rec-
ommendations was made about the STEP program, building some
things specifically.

Do you have any other thoughts, comments on that?

Mr. GUTIERREZ. Yes. You know, again, putting in the perform-
ance matrix—and actually, we included more for the SCORE foun-
dation—the SCORE Association and holding them more on the per-
formance matrix. And they assured me—before, in the past, when
I got there, it was done always on a year lag. But we will in fiscal
year 2020 be able to, on a quarterly basis, look at the numbers and
hold them accountable for all.

And so, for me, putting those measures in place and holding ev-
erybody accountable, on all three resource partners, like I men-
tioned, are close to $200 million, and they weren’t held accountable
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for meeting their numbers. And they are, and they know it, that
they will be under my leadership at OED.

Mr. EVANS. Madam Chair, I will return the balance of my time,
and I thank you very much.

Chairwoman CHU. Thank you. The gentleman yields back.

And now the gentlelady from Minnesota, Ms. Craig, is recognized
for 5 minutes.

Ms. CRAIG. Thank you so much, Chairwoman.

And I apologize, I was a bit late. So if you got the answer to
these questions before I do, my apologies in advance.

I worked for a Fortune 500 company and obviously had a board
of directors. We had a foundation, et cetera. And I was really inter-
ested in this topic of SCORE—the SCORE program and the foun-
dation, having identical board of directors, its leadership, its foun-
dation, et cetera, et cetera.

Is this—how unusual is this arrangement, and sort of how do we
make sure that there is proper oversight?

Mr. GUTIERREZ. Great question, ma’am. Certainly, for me—I
will tell you, in my personal experience running national nonprofits
in the private sector, I was very always cognizant of that, because
you always want to have a line—a separation, a line as it relates
to a 501(c)(6) and a 501(c)(3).

Given the nature that a 501(c)(3), in terms of their mission state-
ments and what the IRS expects them to provide in terms of their
resources, right? I—it is a very gray area that I am not really—
we are not really—we can’t control the foundation. Let’s make that
clear. What we can control is the association and the grant.

We are entertaining and looking at ways to put some additional
language in there that really should clarify and—the fact of having
a CEO for a 501(c)(6) and a 501(c)(3), the same CEO, that is not
good optics, it is not good ways of really effectively managing two
nonprofit organizations.

Ms. CRAIG. So I guess more specifically and as followup, are you
going to recommend that the board of directors and your founda-
tion not serve on each of those programs specifically?

Mr. GUTIERREZ. We are limited in terms of what we can hold
accountable on the 501—the association, but not on the foundation.
That is something that is separate from and we have no oversight
on that one. But we certainly are—would be encouraged if the
board of directors and the Chairmen look at ways to really have
a line of separation going on in the future, given the IG report.

Ms. CRAIG. Thank you very much for that.

The topic of compensation also caught my attention. I was head
of the compensation committee of a private, again, Fortune 500
company.

And so can I just ask you about the at-risk portion of this? Can
you explain a little bit more to me about, you know, what the regu-
lations governing executive compensation and detail what specific
steps SBA plans to take to make sure that all compensation is rea-
sonable and appropriate?

Mr. GUTIERREZ. Yes, ma’am. Certainly, we mentioned a little
bit earlier that it is one of the things that we are going to put into
the terms and conditions in the funding announcement, is—so we
are all on the same level playing field in terms of as it relates to
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what kind of formula, what is their methodology that they are com-
ing on.

Because I was very bothered and concerned that it was very top
heavy. And it needs to be fair and equitable for the entire 23 em-
ployees that they have. Certainly, I mean, we all to want to strive
and give incentives for everybody on the team to do their best for
an organization. But certainly, I think that having the right for-
mula and understanding it and the right expectations of what we
deem as excessive and unexcessive, we will be writing those guide-
lines for them for fiscal year 2020.

Ms. CRAIG. Thank you so much.

And, Madam Chairwoman, I yield back.

Chairwoman CHU. Thank you. The gentlelady yields back.

And we want to thank all the witnesses for taking time out of
their schedules to be with us today.

Let me thank Mr. Ware for shining a bright light on the systemic
issues that need to be addressed at the SBA. It is my hope that
your work will lead to programmatic changes that will strengthen
accountability and restore confidence in SCORE. Sunshine is said
to be the best disinfectant, and we can now begin the process of
rebuilding the public’s trust.

And that falls to you, Mr. Gutierrez. Without permanent leader-
ship at the helm of SBA, the full responsibility of closing out the
inspector general’s recommendations will be within your purview.
I strongly recommend that you take the necessary steps to ensure
that every penny of every Federal dollar appropriated is well spent
and accounted for. We owe it to the American taxpayers to be good
agents of their hard-earned dollars. And we need to ensure that
SBA’s counseling and training programs are operating effectively
and efficiently for the 30 million small business owners and aspir-
ing entrepreneurs throughout the country.

I would ask unanimous consent that members have 5 legislative
days to submit statements and supporting materials for the record.

Without objection, so ordered.

And if there is no further business to come before the committee,
we are adjourned.

Thank you.

[Whereupon, at 11:56 a.m., the subcommittee was adjourned.]
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INTRODUCTION

Chairwoman Chu, Ranking Member Spano, and distinguished members of the Committee, thank
you for inviting me to testify before you today and for your continued support of the Office of
Inspector General (OIG). In recent years, we have published two audit reports on the SCORE
Association (SCORE) and a capping report on our consolidated findings of OIG reports on
SBA’s grant programs. SCORE is the nation’s largest network of volunteer expert business
mentors with more than 10,000 volunteers in 300 chapters. In FY 2019, Congress recommended
that the Small Business Administration (SBA) use $11.7 million to award grants to SCORE.
SCORE is administered by the Office of Entrepreneurial Education within the Office of
Entrepreneurial Development (OED). OED oversees most programs and services that support
small businesses’ training and counseling needs. OED’s programs provide aspiring and current
small business owners with a variety of free business mentoring and low-cost training services.
The Office of Grants Management (OGM), in collaboration with respective program offices,
administers most of SBA’s grant programs, including SCORE.

OIG’S ROLE

OIG was established within SBA by statute to promote economy, efficiency, and effectiveness
and to deter and detect fraud, waste, abuse, and mismanagement in the Agency’s programs and
operations. During fiscal year (FY) 2018, OIG achieved more than $224,472,559 million in
monetary recoveries and savings—an elevenfold return on investment to the taxpayers—and
made 111 recommendations for improving SBA’s operations and reducing fraud and
unnecessary losses in the Agency’s programs.

OIG audits are conducted in accordance with federal audit standards established by the
Comptrolier General, and other reviews generally are conducted in accordance with standards
established by the Council of the Inspectors General on Integrity and Efficiency. In addition, we
coordinate with the Government Accountability Office to avoid duplicating federal audits. We
also establish criteria to ensure that the nonfederal auditors that OIG uses (typically, certified
public accountant firms) comply with federal audit standards.

OVERSIGHT OF THE SCORE PROGAM

SCORE is an entrepreneurial development program administered by the Office of
Entrepreneurship Education within OED. SCORE is the single cooperative agreement recipient
for the program. Established in 1964 as a national, volunteer nonprofit organization, SCORE has
been an SBA resource partner for 54 years. SCORE provides business and technical assistance to
existing and emerging small business owners nationwide,

OIG’s recent work includes two audit reports on SCORE, 19-12 and 17-10, as well as a capping
report, 19-02, which identified systemic issues with SBA’s financial and performance oversight
across its multiple grant programs, including SCORE. We encountered problems with SBA’s
performance system of record, Entrepreneurial Development Management Information System
(EDMIS), during our review of SCORE and other reviews involving programs under the purview
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of OED. We found SBA’s process to monitor how grant recipients spent federal funds and to
assess performance of its grant programs was ineffective. Additionally, OIG recently conducted
three criminal investigations for potential instances of embezzlement and whistleblower
retaliation violations within the SCORE program, two of which were substantiated and are now
closed. We made a total of 27 recommendations to enhance the overall management and
effectiveness of SCORE, 13 of which are closed.

In the last 6 years, OIG has completed a large body of work on both OED and veterans business
development programs, along with other grant programs outside the purview of this hearing,

such as the State Trade Expansion Program, or STEP. Our review of SBA’s oversight of SCORE
is the most recent work in this program area. This body of work points to systemic issues in the
Agency’s grants management function. Our reviews of those programs resulted in the issuance of
consolidated findings in report 19-02 at the beginning of FY 2019. SBA agreed with our four
recommendations to enhance SBA’s management and oversight of its grant programs. SBA

plans to complete final action on two of the recommendations by September 30, 2019, and the
other two by September 30, 2020.

OIG Reviews
Report 19-12, Audit of SBA’s Oversight of the SCORE Association

On April 25, 2019, we published 19-12, our most recent report on an entrepreneurial
development program. This audit found that program officials did not effectively oversee
SCORE’s use of federal funds.

Our audit objectives were to determine whether SBA has effective oversight to ensure SCORE
spent federal funds in accordance with cooperative agreement requirements and measured and
achieved program goals. To answer our objectives, we reviewed SCORE’s FY 2017 federal
award of $10.5 million and the first quarter of SCORE’s $11.5 million FY 2018 award. We
judgmentally selected three SCORE chapters and the National SCORE Office for review. We
conducted site visits and obtained documentation from the National SCORE Office in Herndon,
VA; the Washington, DC, Chapter; the New York City Chapter; and the Greater Seattle Chapter.
Additionally, we interviewed personnel and obtained documentation from the Office of
Entrepreneurship Education.

We found program officials need to make major improvements to ensure effective oversight of
the SCORE program. Program officials did not effectively oversee SCORE’s use of federal
funds. SCORE commingled federal funds with unrestricted donations and used federal funds for
unallowable, unallocable, and unsupported costs. We also found that SCORE inappropriately
solicited donations for mentoring services, charged for publication materials that did not include
the required SBA acknowledgement statement, and improperly managed funds used for
cosponsored activities.

As a result, we questioned.$713,986 of costs that did not adhere to the cooperative agreement
requirements or were not properly supported. Also, program officials did not accurately measure
or report SCORE’s performance goal achievements. Further, program officials established only
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one outcome-based performance measure, which limited SBA’s ability to assess whether the
program achieved its intended purpose.

In addition, we encountered problems with SBA’s performance system of record, EDMIS.
Program officials reported inaccurate performance results for the number of clients trained and
mentored by SCORE in SBA’s FY 2019 Congressional Budget Justification and FY 2017
Annual Performance Report. Program officials reported inaccurate performance results for
number of clients trained because SCORE uploaded erroneous data to EDMIS due to an
incorrect database query.

Program officials told us it was SCORE’s responsibility to ensure it uploaded accurate
performance data in EDMIS, Prior OIG and the Government Accountability Office reports have
identified systemic issues with the performance data reported in SBA’s EDMIS system.! These
technology lapses continue to impact program management,

In addition, regarding financial accounting systems, SCORE relied on more than 300 accounting
systems to track federal funds, which affected its ability to perform effective oversight. Asa
result, of the $2,127,876 of expense and revenue transactions tested, SCORE used $713,986 of
federal funds, or nearly 34 percent, for questioned or unsupported expenses and revenue.

OIG Recommendations

We made 11 recommendations to improve SBA’s oversight of SCORE’s use of government
funds and its reporting of performance results. Notably, we recommended that SBA implement
financial oversight procedures of the SCORE program to ensure the program office enforces the
cooperative agreement requirements, require that SCORE chapter leadership are trained on
properly generating and using program income, and recover or remedy the unallowable and
unsupported costs. SBA should also correct the inaccurate FY 2017 performance results for the
SCORE program and implement procedures to prevent future reporting inaccuracies.
Additionally, SBA should establish additional outcome-based program goals and measurements
to assess whether the program achieved all its objectives.

Summary of Actions Taken by SBA to Close the Recommendations

Based on the documentation SBA provided to OIG demonstrating that it had implemented the
recommendations, we closed 3 of the 11 recommendations prior to issuing the report.
Specifically, OED implemented new compliance review procedures for SBA SCORE liaisons’
annual reviews of SCORE chapters, prohibited SCORE from serving as a fiscal agent for SBA
cosponsored activities, and worked with the Office of Management and Budget and SCORE to
establish an additional outcome-based performance measure.

! SBA OIG Report 17-10, The SCORE Association’s Disaster Technical Assistance Grant (March 31, 2017); SBA OIG Report
17-09, Audit of New York Small Business Development Center’s Phase 2 Disaster Technical Assistance Grant (March 31, 2017);
SBA OIG Report 14-19, Improvements Needed in the SBA’s Oversight of the Financial Management of the District of Columbia
Small Business Development Center (September 29, 2014); and GAO-08-49, Opportunities Exist to Improve Oversight of
Women's Business Centers and Coordination Among SBA Programs (November 16, 2007).
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Report 17-10, The SCORE Association’s Disaster Technical Assistance Grant

The other audit of SCORE that we conducted in recent years is report 17-10. We conducted this
audit of the $840,000 supplemental grant that SBA awarded in FY 2013 to SCORE for disaster
technical assistance to determine whether SCORE complied with grant requirements related to
federal expenditures and program performance. We found that SCORE did not always comply
with financial grant requirements, and we questioned costs totaling more than $391,000, or 47
percent, of SCORE’s Hurricane Sandy grant. We also found that SBA exempted SCORE from
submitting quarterly financial and performance reports. The audit report included

12 recommendations to address the questioned costs, improve SBA’s oversight over SCORE,
and require SCORE to improve internal controls over its SBA-funded grant activities for more
compliant financial operations and more compliant and reliable financial and performance
reporting.

OIG Recommendations

We made 12 recommendations to improve SBA’s oversight of SCORE’s use of government
funds and its reporting of performance results. We recommended that OED recover or bring into
compliance $391,846 in unallowable costs, improve its oversight over SCORE, and require
SCORE to improve internal controls over its SBA-funded grant activities for more compliant
financial operations and more compliant and reliable financial and performance reporting.

Summary of Actions Taken by SBA to Close the Recommendations

Regarding the $391,846 in unallowable costs, the program office provided OIG supporting
documentation that showed it reviewed the $153,048 of Sandy funds that were transferred
between budget cost categories and ensured OIG these costs were allowable. The program office
was able to recover the remaining $238,798 (recommendations 3-8) from SCORE.

Two of the 12 recommendations remain open. Recommendation 2, “develop and implement
policies and procedures to ensure (a) the reallocation of funds between budget cost categories is
assessed for the percentage of increases and decreases on a quarterly basis, (b) the SCORE
volunteer program uses current standards for internal controls in the Federal Government as a
guide, (c) SBA personnel conduct grant closeout procedures for SCORE’s disaster grants, and
(d) SCORE submits copies of proposed contracts to SBA for approval before executing
contracts” remains open.

Recommendation 10, “develop and implement policies and procedures to ensure (a) SCORE
provides quarterly financial and performance reports as dictated in the Notice of Award, and (b)
future disaster grants awarded to SCORE are issued separate from SCORE’s core award to
ensure the grant award is reported on separately by SCORE and monitored separately by SBA”
also remains open.

SBA agreed with these recommendations and planned to implement final action by September
30, 2018. SBA developed a standard operating procedure (SOP) to govern all components of the
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SCORE program. However, as of July 2019, the recommendations are still open pending the
final approval of the SOP by the Administrator.

Report 19-02, Consolidated Findings of OIG Reports on SBA’s Grant Programs, F¥s 2014~
2018

From FY 2014 to FY 2018, we issued nine reports reviewing SBA’s management of its Small
Business Development Centers, SCORE, State Trade Expansion Plan (OED programs), Boots 2
Business (an Office of Veterans Business Development program), and grant recipient
compliance with grant requirements. Report 17-10, The SCORE Association’s Disaster
Technical Assistance Grant, was a part of this capping report. In those reports, we identified
significant issues regarding the management of millions of dollars of federal funds allocated for
small business expansion and growth, disaster assistance funding, and recovery efforts. Despite
the program offices’ corrective actions to address OIG's recommendations, SBA’s decentralized
oversight of the Agency’s grant programs hampered agencywide improvements. We found
systemic issues with SBA’s ability to conduct financial oversight including not enforcing
financial reporting requirements, cost category reimbursements exceeding budget, weak financial
review procedures, and incomplete supporting financial documents. We also found the following
systemic issues regarding SBA’s performance oversight: inaccurate and incomplete performance
data, incomplete performance documentation, failure to enforce performance reporting
requirements, and performance measures lacking outcome results.

OIG Recommendations

We made four recommendations to enhance SBA’s management and oversight of its grant
programs. First, we recommended that SBA assess its decentralized grants management structure
to ensure that it performs comprehensive oversight. Additionally, we recommended that SBA
establish effective controls to enforce financial and performance reporting requirements. Further,
we recommended SBA develop outcome-based measurements to assess the impact of its
programs. Lastly, we recommended that SBA train its grants officers and program personnel on
its established grants management oversight procedures.

Summary of Actions Taken by SBA to Close the Recommendations

All four recommendations remain open. SBA’s OGM has assessed the grant management
organizational structure to ensure consistent compliance and comprehensive oversight of all SBA
grant programs. Officials are finalizing the results and plans to issue a report this summer.
Additionally, OGM plans to issue a new SOP for grants management and implement a new
grants management system to address this recommendation. The SOP is currently in its second
round of clearance. OGM plans to issue it this summer. Further, OGM is still in the process of
requesting approval from its internal stakeholders to move forward on its business request to
implement a new grants management system. OGM told us they plan to implement the new
grants management system the end of FY 2020. OGM included the training and development
plans in its revised SOP, which it plans to issue this summer. It anticipates that training will
begin in FY 2020, but it may take until FY 2021 for there to be a budget allocation for training
activities.
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OIG Investigations

Program officials did not have effective oversight to ensure SCORE established a proper control
environment over financial reporting at the chapter level. In addition, SCORE did not foster an
environment that promoted transparency and protected whistleblower rights under federal law.
Weaknesses in SCORE's internal controls led us to conduct three criminal investigations for
potential instances of embezzlement and whistleblower retaliation violations, two of which were
substantiated and are now closed. In the two closed cases, chapter leadership could have easily
discovered the fraud if they had performed proper oversight of award funds. Relative to the
investigation involving whistleblower retaliation, OIG found that a SCORE volunteer was
terminated, in part, for assisting the OIG with a criminal investigation.

It is important that SCORE personnel report suspected cases of fraud, waste, and abuse to proper
authorities without reprisal. However, SCORE did not advise personnel of their protected options
for disclosing evidence of fraud, waste, or abuse, which include the OIG Hotline and program
officials. Instead, SCORE discouraged reporting outside of the organization, which contradicted
the cooperative agreement requirements that all SCORE principals, employees, and agents report
instances of fraud, waste, or abuse to SBA or the OIG Hotline. Moreover, the cooperative
agreement terms and conditions contained irregular language that may have reduced the number
of potential referrals of fraud, waste, and abuse to OIG by seeking to filter referrals through the
program office. Federal law mandates that SBA ensure that award recipients inform their
employees, which could include SCORE volunteers, of their rights and remedies to
whistleblower protection when reporting fraud, waste, or abuse. Without strong whistleblower
protections and clear reporting requirements, SCORE is at risk that more cases of fraud, waste,
and abuse will go unreported.

GRANTS MANAGEMENT CHALLENGES

In our recently published report on the most serious management and performance challenges
facing SBA in FY 2019, we identified grants management as an Agency challenge for the first
time. In FY 2018, SBA administrated more than $247 million in grants and cooperative
agreements to its resource partners and other nonfederal entities to provide technical assistance
and training programs to develop small businesses. With recent governmentwide emphasis on
grant management reform, it is SBA’s responsibility to develop processes and policies to ensure
that its grants programs effectively and efficiently accomplish program objectives. However, our
reviews of SBA’s grant programs, including entrepreneurial development programs such as
SCORE, continue to identify systemic issues with SBA’s accuracy of grant data for both
financial and performance reporting, ineffective oversight, and inadequate SOP.

OGM officials acknowledge that there are systemic issues within its grants management
processes and plan to address these issues by implementing a new grants management system,
implementing policies to establish an overarching oversight function for all SBA’s grants,
establishing training requirements for grants officers, and focusing resources on closing out
grants to comply with Grants Oversight and New Efficiency Act requirements. Further, an OGM
official assessed the grant management organizational structure to ensure consistent compliance
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and comprehensive oversight of all SBA grant programs and is finalizing the results, which it
plans to issue this summer. It is my understanding SBA is currently updating its SOP pertaining
to federal assistance, which seeks to incorporate recommendations made by my office.

CONCLUSION

In recent years OIG has produced two audit reports on SCORE as well as a capping report on
SBA’s grant management programs, All three reports point to systemic issues in the Agency’s
grants management function and deficiencies by the Agency for oversight and monitoring of
federal funds, This lack of oversight and monitoring coupled with IT issues associated with the
Agency’s performance system of record, EDMIS, hampered SBA’s ability to detect fraud, waste,
and abuse in SCORE. It also led to a culture in SCORE in which whistleblowing was
discouraged.

OI1G’s mission is to provide independent, objective oversight to improve the integrity,
accountability, and performance of SBA and its programs for the benefit of the American people.
Our focus is to keep SBA leadership, our congressional stakeholders, and the public currently
and fully informed about the problems and deficiencies in the programs as identified through our
work and to promote corrective action in fulfillment of our mission. We value our relationship
with this Subcommittee, and the Committee and the Congress at large, and we look forward to
working together to address identified risks and the most pressing management challenges facing
SBA.
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Statement of Allen Gutierrez
Associate Administrator
U.S. Small Business Administration

Thank you, Chairwoman Chu and Ranking Member Spano, and members of the subcommittee
for inviting me to testify this morning. I look forward to working collaboratively with this
committee to ensure we are providing entrepreneurs and small business owners the resources
they need to start, grow, or expand their business and if necessary, recover from disaster.

I very strongly support the U.S. Small Business Administration (SBA) and its mission. [ am
"honored to be back at the Agency - this being my second tour of duty. From 2001 to 2006,
was proud to serve in various leadership positions at SBA. Prior to being appointed to my
current position, 1 served as the National Executive Director of the Latino Coalition, one of the
nation’s largest Latino advocacy groups. In my current role as the Associate Administrator for
the SBA Office of Entrepreneurial Development, it is my responsibility to administer programs
and initiatives that provide technical assistance, primarily counseling and training, to small
business entrepreneurs seeking to achieve the American dream.

The Office of Entrepreneurial Development (OED) is SBA’s technical assistance arm,
overseeing SBA’s primary counseling and training programs. We work hand in hand with
SBA’s resource partners, supporting current and aspiring small business owners. The largest of
these resource partners is the Small Business Development Centers (SBDC) program. The
SBDC program is administered through a cooperative agreement with institutes of higher
education or state governments. There are 63 SBDC lead centers and over 900 SBDC service
centers across all 50 states and U.S. Territories. The SBDCs provide counseling and training to
entrepreneurs and small business owners on a variety of topics including international trade,
cyber security, and how to develop and present a business plan.

Our Women’s Business Centers (WBCs) are responsible for promoting the growth of women-
owned businesses through training and technical assistance and by providing access to credit
and capital as well as federal contracting and international trade opportunities. The SBA
partners with non-profits — 501(c) entities — and provides them with a maximum grant of
$150,000 to establish a WBC., There are over 100 locations. Just last month, SBA awarded a
new WBC in Idaho, which previously did not have one. Unfortunately, four states currently do
not have a WBC ~ Alaska, Mississippi, South Carolina, and West Virginia, and we are actively
pursuing the best path forward to provide services to women entrepreneurs in those states. The
WBCs serve a diverse group of entrepreneurs in various geographic areas, demographic
populations, and economic environments. Many WBCs offer training and counseling in several
languages and dialects, helping reach emerging markets with a variety of unique and innovative
programs,

OED’s third program is SCORE. It is a nationwide network of small business counselors
composed of a cadre of nearly 11,000 business executives, who volunteer, in more than 300
chapters nationwide. SCORE is a unique federal government resource in that it utilizes expert
volunteers, both working and retired, to advise small businesses, lead business seminars, and
coach entrepreneurs online and in person. A valued resource partner of the SBA for more than 40




30

years, SCORE has helped more than 8 miilion businesses succeed and stay active in the local and
national small business marketplace. SBA provides $11.5 million to the National SCORE
Association, which then distributes this funding to their more than 300 chapters across all 50
states and U.S. Territories.

When I was first appointed as the Associate Administrator for the Office of Entrepreneurial
Development by former Administrator Linda McMahon, one of my first priorities was to ensure
our programs were running effectively and efficiently in order to maximize taxpayer dollars and
help America’s small business owners and entrepreneurs. Under my leadership, we have worked
diligently to ensure our programs are reaching their full potential. Within my first year of
leadership, we updated the funding opportunity announcements and cooperative agreements to
reflect changes in federal rules and regulations for the three resource partners. My office is also
currently drafting regulations and standard operating procedures for the Women’s Business
Centers and SCORE programs, a first for both resource partners.

1 have also asked each of the Office of Entrepreneurial Development’s program offices to
identify ways to improve and streamline their workflow and administrative processes with a
focus on customer service delivery. These improvements have led to increased turn-around times
on the issuances of the programs’ notice of awards and payments,

in addition, over the past two years, | have focused on addressing longstanding audit findings of
SBA’s Office of Inspector General (OIG). Working collaboratively with the OIG, my office has
successfully closed 90% of these old recommendations. We anticipate closing the remaining
open recommendations from that time period by the end of FY 2019.

This past year, the OIG conducted an audit of the Office of Entrepreneurial Development’s
oversight of the SCORE program. As part of the audit, the O1G reviewed SCORE’s FY 2017
$10.5 million federal award and the first quarter of FY 2018’s $11.5 million federal award. The
audit had two objectives. These were to determine whether SBA has effective oversight to ensure
SCORE (1) spent federal funds in accordance with the terms and conditions of the cooperative
agreement and (2) measured and achieved program goals.

In April 2019, the OIG issued its report. As a result of the audit, there were a total of 11
recommendations, including the recovery or remedy of $713,986 of unallowable and
unsupported costs. We were disappointed when the OIG found that we did not effectively
oversee SCORE’s use of federal funds. My office has continued to work collaboratively with the
OIG auditors, and we have closed three and resolved eight of the recommendations.

We were deeply troubled to read the OIG’s findings that SCORE has used federal and
commingled funding for unallowable, unallocable, and unsupported costs, including: $101,014
of FY17 funds to increase the bonus pool for staff; $32,000 of award funds to pay for executive
coaching services for its leadership; and that on more than one occasion, SCORE used federal
funds to pay for alcohol. These are funds that should have been used to provide mentoring
services to America’s small businesses.

We take the issues raised in the OIG’s audit report very seriously, and 1 remain committed to
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making significant improvements in the oversight and monitoring of SCORE’s use of
government funds and its reporting of performance results. Since the OIG’s issuance of its audit
report, we have increased oversight of the program and are nearing the completion of SCORE’s
Standard Operating Procedures (SOP). We have also modified SCORE’s terms and conditions to
clarify the language regarding whistleblower reporting. Further, my office has developed
guidance and will be providing training on federal financial management at SCORE’s upcoming
National Leadership Conference. Lastly, we have scheduled a financial examination of the
SCORE Association for later this summer.

Chairwoman Chu and Ranking Member Spano and members of the subcommittee, [ appreciate
the opportunity to testify here today. We are accomplishing great things at the SBA. Our Agency
remains committed to working with you in making major improvements to ensure the effective
oversight of the SCORE program and that of our other resource partners so that the small
businesses and entrepreneurs of America are given the resources needed to start, grow, and
expand their business.

Thank you for your time, and I look forward to answering any questions you may have.
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Small Business Administration’s Office of Entrepreneurial Development
House Small Business Committee Questions for the Record

Hearing on “SBA Management and Oversight of SCORE”

Rep. Judy Chu to Mr. Gutierrez

1. SCORE has indicated that it plans to centralize many of its services gt the national level, like
communications, and its accounting program. How will the centralization of its services impact its
overall operating expenses?

o SBA Response: Based on conversations we have had with the SCORE Association, the
centralization of its services at the national level will have an initial one time increase in
their operating expenses. Since consolidation will improve the delivery of services to smalt
businesses along with the Agency’s ability to provide better oversight of taxpayers’ dollars,
the Agency is in support of SCORE’s centralization of its services,

2. Whot expenses does SBA plan to shift to SCORE in the coming years and why?

o SBA Response: Last year, my office transferred the responsibility of SCORE telephone lines
for those SCORE Chapters that were not co-located with SBA District Offices to the SCORE
Association, For many years, SBA has been paying for SCORE’s telephone bills.

o The Agency is also in the process of transitioning SCORE stand-alone leases that were paid
through the SBA to the SCORE Association. Stand-alone leases are those leases for SCORE
Chapters that are not co-located with an SBA District Office. Those SCORE Chapters that are
co-located in District Offices are not charged rent. Per one of the Office of the Inspector
General’s recommendations, the Agency is now reporting in its financial statements the
donated space to the SCORE Association.

3. Inyour view, what should the authorization level be for SCORE over the next three years?
o SBA Response: The Administration’s authorization level request for SCORE is released
annually through the congressional budget justification process. For FY2020, the SBA has
requested $9.5 million for SCORE.

Rep. Ross Spano to Mr, Allen Gutierrez
s Please send a copy of SCORE Standard Operating Procedure (SOP) when it is finalized, please
send copies of SOPs in place for other Entrepreneurial Development resource partners.
o SBA Response: Please see attached.

1. Training
A. Who or what determines the training that Is required annually for SCORE volunteers,
employees, and leadership?

o SBA Response: The SCORE Association is responsible for determining the required training
of its volunteers, leadership, and employees. The SBA does provide policy updates and
explanations on Federal regulations and SBA policies to SCORE leadership so they can
incorporate that information into their training curriculum. With that said, the Office of
Entrepreneurial Development {OED) attended SCORE’s FY19 National Leadership
Conference and provided training on program income, the use of restricted and unrestricted
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funds, and whistleblower protection because these were areas the SBA determined needed
additional emphasis and clarity. OED will also be joining SCORE leadership in FY 2020 at their
regional leadership meetings to provide additional training on the topics covered at SCORE's
National Leadership Conference and other topics (e.g., updates to Federal regulations, SBA
policies and procedure updates, etc.). Though SCORE retains responsibility for training its
volunteers, officers, and employees, OED will continue to provide additional training and
information to SCORE on topics of special concern or emphasis as circumstances warrant.

B. How does the SBA monitor SCORE’s training requirements?
o SBA Response: In the FY 2020 Terms and Conditions, SCORE is now required to include in
their reporting to the Agency training on whistleblower protection.

2. The General Terms and Conditions of the 2019 SCORE Notice of Award state: “The SCORE Association
must expend Project Funds in accordance with its approved budget. However, the SCORE Association
does have the discretion to transfer Project Funds between individual cost categories provided the
cumulative result of all such transfers in a given budget period does not exceed 10 percent of the
SCORE Association’s total approved budget. Before making any transfers that would cumulatively
result in the SCORE Association exceeding this 10 percent cap, the SCORE Association must obtain
approval from SBA. Failure to adhere to the approved budget or obtain the necessary prior approval
will resuft in denial of payment by SBA. For further guidance regarding the prior approval process,
see Part lli{Aj{13) above.”

A. Who or what determines the amount of funds disbursed to individual cost categories?

o SBA Response: Based on prior years’ expenses as well as current year programmatic needs,
the SCORE Association submits an annual budget to the Agency outlining the funds to be
disbursed by individual cost categories. The Agency then reviews the SCORE Association’s
submission to ensure these costs are allowable, allocable, and reasonable. If there are any
issues with the SCORE Association’s submission, the Agency and the SCORE Association
discuss until a resolution is reached. The Agency then approves the SCORE Association’s
budget.

B. Who or what defines the title of individual cost categories, are these identifiers standard among
Entrepreneurial Development programs?
o SBA Response: Cost categories are standard per the 2 CFR 200 {Uniform Guidance). The cost
categories are personnel, fringe, supplies, equipment, travel, contracts, and other.

3. Under the General Terms and Conditions of the 2019 SCORE Notice of Award: “If the SCORE
Association materially fail to comply with the terms and conditions of this Notice of Award, or with
any requirement imposed by statute, regulation, executive order, or other source of law or policy,
SBA will take whatever enforcement measures it deems appropriate to remedy that non-compliance.
For further guidance regarding the enforcement measures that apply to this Award, see 2 C.F.R. §§
200.339 - 200.342. SBA may also institute suspension or debarment proceedings against the SCORE
Association as it deems necessary.”
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What enforcement measures are available to the SBA Office of Entrepreneuriol Development to

remedy non-compliance?

© SBA Response: As an initial step, the Agency may issue cure letters, place findings on
financial exams, and increase reporting requirements. If the deficiency is not corrected, the
Agency reserves the right to suspend or terminate per 2 CFR 200.

What measures have been used to enforce compliance of the SBA Entrepreneurial Development

resource partners? Please list all occurrences.

o SBA Response: Several Small Business Development Centers (SBDCs) have been placed on
increased reporting requirements and have been issued findings on financial exams. Other
SBDCs have lost their accreditation, which subsequently led to their termination from the
SBDC program. In the Women’s Business Centers (WBCs) program, the Agency has issued
cure letters based on findings on financial exams. Other WBC(s have been suspended or
terminated and one WBC has recently been referred for debarment.

What triggers suspension or debarment proceedings against grant recipients at the SBA?

o SBA Response: In accordance with 2 C.F.R. Part 180, suspension and debarment
proceedings are launched when SBA receives evidence indicating that a grantee has
engaged in conduct involving fraud or a lack of business integrity or business honesty or
when a grantee has violated the terms of a grant agreement so seriously as to affect the
integrity of an agency program. The Agency makes a referral to its Suspension and
Debarment Official for a present responsibility determination. This is a drastic measure that
we do not take lightly. We attempt to remedy all issues prior to taking this step as it may
have a negative effect on the small business community.

4. According to 2 CFR §200.410, Collection of unallowable costs: “Payments made for costs determined
to be unallowable by either the Federal awarding agency, cognizant agency for indirect costs, or
pass-through entity, either as direct or indirect costs, must be refunded (including interest) to the
Federal Government in accordance with instructions from the Federal agency that determined the
costs are unallowable unless Federal statute or regulation directs otherwise.”

A

What costs has the SCORE Association agreed to pay back, and which costs hove been disputed

by the SCORE Association?

o SBA Response: The Agency is still in the process of working with both the Office of the
Inspector General and the SCORE Association to finalize those costs.

What is the repayment plan for unallowable costs that have been charged by the SCORE

Association?

o SBA Response: The Agency is still in the process of working with both the Office of the
Inspector General and the SCORE Association to determine the repayment plan.

From which accounts will the SBA accept repayment of unallowable costs by the SCORE

Association?

o SBA Response: After consuitation with the Office of the Inspector General {OIG) and the
Office of General Counsel (OGC), the Agency received additional information from the
SCORE Association for the expenses identified by the 0IG as unallowable, unallocable
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and/or unreasonable. SBA analyzed this additional information and submitted the
recommendations to the OIG, where they are currently under review. The Agency received
repayment by the SCORE Foundation for costs that should have been paid by the SCORE
Foundation (e.g., alcohol, executive coaching, and any other costs associated specifically
with the SCORE Foundation). In addition, to recover other disallowed costs identified by the
0lG, 5BA is using an administrative offset in which SBA will adjust the funds remaining under
the SCORE Association’s FY 2019 grant to remedy most of the disallowed costs. The
disallowed costs include questioned contracts, travel costs for SCORE volunteers, and
reimbursements made out of period to SCORE volunteers. The Agency strongly considered
the OIG audit findings and recommendations related to SCORE leadership’s bonuses
submitted for reimbursement. After consultation with OGC, OED reduced the
reimbursement of SCORE senior leadership’s bonuses to no more than 10% of salaries,
which reduced excessive bonuses and increased consistency with SCORE Association staff
bonuses. Therefore, the FY 2019 remaining grant funds that are being used to remedy the
disallowed costs were originally budgeted grant funds the SCORE Association had identified
for SCORE senior leadership’s bonuses. The Agency anticipates a minimal residual balance
of disallowed costs to remain owed, which will be collected in FY 2020 using an
administrative offset. it is important to note that the SCORE Association’s performance
goals were not adjusted in FY 2019 and will not be adjusted in FY 2020 to compensate for
any of the debt collection. Therefore, mentoring and training services to America’s small
businesses will not be negatively impacted.
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Agency Mission Statement

The U.S. Small Business Administration (SBA) was created in 1953 as an independent agency of
the Federal Government to aid, counsel, assist and protect the interests of small business
concerns, to preserve free competitive enterprise and to maintain and strengthen the overall
economy of our nation. We recognize that small business is critical to our economic recovery
and strength, to building America’s future, and to helping the United States compete in today's
global marketplace. Since it was established in 1953, SBA has grown and evolved over the years,
but our mission remains the same: SBA helps Americans start, build and grow businesses.
Through an extensive network of field offices and partnerships with public and private
organizations, SBA delivers its services to people throughout the United States, Puerto Rico, the
U.S. Virgin Islands, and Guam.

Program Office Mission Statement
The Office of Entrepreneurship Education's (OEE) mission is to provide entrepreneurial
information and education, resources and tools to help small businesses succeed. The office is an

integral component of SBA's network of training and mentoring services. OEE is a sub-office
under the Office of Entrepreneurial Development (OED).
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Chapter 1 Introduction
A. What is the purpose of this Standard Operating Procedure (SOP)?

The purpose of this SOP is to provide standardized policies and guidance for the
management, administration, and oversight of the SCORE Program. This SOP is for the
use of OEE and other internal SBA stakeholders. This SOP is applicable to all OEE
Grants and Cooperative Agreements awarded by the SBA to the SCORE Program.

B. What are the programmatic functions of OEE?

OEE consists of the following functional areas: administrative management, program
management, grants management, and operations. The administrative management of
OEE is the responsibility of the Director, who reports directly to the Associate
Administrator for the Office of Entrepreneurial Development (AA/OED), OEE is
responsible for the monitoring and oversight of the SCORE Program award, including
compliance with the terms and conditions of the Cooperative Agreement. The Office of
Grants Management (OGM) is responsible for reviewing SCORE recipient budgets and
all related fiscal documentation for compliance with applicable Federal and program
requirements, as well as issuing the Notice of Award (NoA). Specific functional area
responsibility can be found in this chapter under the heading “Roles and
Responsibilities.”

C. What are some key terms used in OEE?

Cooperative Agreement or Cooperative Agreements refers to a legal instrument of
_financial assistance between a Federal awarding agency or pass-through entity and a
Non-Federal entity, consistent with 31 U.S.C. 6302-6305.

Grant or Grants refers to a legal instrument of financial assistance between a Federal
awarding agency or pass-through entity and a Non-Federal entity that, consistent with 31
U.S.C. 6302, 6304, is used to enter into a relationship the principal purpose of which is to
transfer anything of value from the Federal awarding agency or pass-through entity to the
Non-Federal entity to carry out a public purpose authorized by a law of the United States
(see 31 U.S.C. 6101(3)) and not to acquire property or services for the Federal awarding
agency or pass-through entity's direct benefit or use. A Grant is distinguished from a
Cooperative Agreement in that it does not provide for substantial involvement between
the Federal awarding agency or pass-through entity and the Non-Federal entity in
carrying out the activity contemplated by the Federal award.

Grantor refers to SBA or any Federal grant making agency acting in their position of
issuing grants or cooperative agreements to eligible applicants through Federal grant
making processes, per 2 CFR Part 200 and related program grant statutes.

Recipient (Non-Federal entity) refers to those organizations that have been issued a grant
or cooperative agreement directly from the SBA or other Federal grant making
departments.
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Authorized Organizational Representative (AOR) refers to SCORE’s AOR who will be

designated in writing by their board or ruling body, as the person or persons with
executorial authority and who is authorized to legally bind the organization, issue
invoices, submit programmatic and financial reports, and amend budgets and program
designs with the full force of the organization. The term AOR will be universally used
throughout the SOP; however, the actual title of the entities may be a Program or
Principal Investigator (PI), Program Director (PD) or other titles, but the for purposes of
the SOP it will be referred to as the AOR, as defined above.

Uniform Guidance refers to 2 CFR Part 200 - Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards.

Notice of Funding Opportunity (NOFQ) refers to a Notice of Funding Opportunity,

which announces the availability of Federal funds in Grants.gov, in compliance with 2
CFR 200.203.

Notice of Award (NoA) refers to the instrument which certifies the Federal financial
assistance that a non-Federal entity receives directly from a Federal awarding agency,
setting forth the authorizing regulation, agreement number, name of SCORE, Catalog of
Federal Domestic Assistance (CFDA) number, award amount, period of performance,
and the terms and conditions of the award.

Application refers to the written submission by a new Applicant Organization or an
existing Recipient Organization describing its projected activities for the upcoming
Budget Period and requesting SBA funds for use in its operations.

Budget Period refers to the twelve-month period in which the SCORE Association incurs
expenditures and provides services.

Carryover Funds refers to the unobligated portion of Federal funds from one Budget
Period, approved through a Grant/Cooperative Agreement modification for use in the
next Budget Period only.

Cognizant Federal Agency refers to the Federal agency from which a recipient
organization receives its largest Federal grant or greatest amount of Federal funding, and
from whom it obtains an Indirect Cost Rate Agreement for budgetary and funding
purposes. This rate is accepted throughout the Federal Government.

Direct Cost refers to any cost that can be specifically identified with a particular project,
program, or activity, or that can be directly assigned to such activities relatively easily
and with a high degree of accuracy. Direct Costs include, but are not limited to, salaries,
travel, equipment, and supplies directly benefiting the grant-supported project or activity
per 2 CFR 200.413.
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Dispute refers to a program or financial disagreement that SCORE Association has with
SBA that will be handled according to the Dispute Resolution procedures set forth in 13
CFR 130.630.

Lobbying refers to a broad Federal restriction on all grantees of the Federal Government
that prohibits the use of Federally appropriated funds to lobby Congress or agencies
concerning certain specified Federal actions (31 USC § 1352 (also known as the Byrd
Amendment)). In addition, the Office of Management and Budget’'s (OMB) Uniform
Guidance at 2 CFR 200.450 provides that lobbying activities are generally unallowable
costs and defines unallowable activities as well as the limited activities that are allowed.

System for Award Management refers to SAM, the official U.S. Government system that
consolidated the capabilities of the Federal Contractor Registry/Federal Register, Online
Representations Certification Application, and Excluded Parties List System.

D. What are the Roles and Responsibilities?

The roles and responsibilities of SBA staff and recipient staff involved in the grants
process are as follows:

a) Denver Finance Center. The Denver Finance Center processes payments for SBA, unless
a Program Office uses a third-party payment management system.

b) Director, OGM. The Director of OGM setves as SBA’s senior grant officer who will
develop the requisite plans, policies, procedures, and training to implement current and
future grants management operations. The Director will also represent the Agency on all
interagency and intra-agency grant-related policy making groups. The Director also takes
on the role of the Single Audit Liaison as outlined in 2 CFR 2701.513. The Director is
responsible for the overall management directly, or through first level supervisors, of the
staff and contractors of the OGM.

c) Grant Officer’s Technical Representative (GOTR). The GOTR works in partnership with
the Grants Management Officer (GMO) and other Grants Management Specialists (GMS)
during the entire life cycle of the grants process, however the responsibilities are the
same for the GOTR, unless duties are split with other staff designations. The
GOTR/Program Manager is responsible for the programmatic and technical aspects, as
detailed in the respective program statutes, of assigned SBA applications and grants. The
GOTR’s responsibilities include meeting OEE’s mission; developing program portions of
the NOFO; to review, analyze, and consider the merit and risks posed by each eligible
applicant; post-award monitoring and oversight of grants; communicating with the AOR;
the review and approval of the Performance Progress Report (PPR) and SF-425, “Federal
Financial Report”; reviewing and approving SF-270 and accompanying expense narrative
for reasonableness, allocability, allowability, etc.; and participating in site visits (if
applicable). The GOTR, GMS, and the GMO work as a team throughout the grant life
cycle. There are Program Offices that have more than one GOTR and have their Program
Managers perform duties similar to that of the GOTR. In addition, the GOTR analyzes
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goals against outcomes, analyzes financial examination reports, analyzes annual, semi-
annual, and quarterly narrative reports, and opportunities to improve the SCORE
Program.

d) Recipient. SCORE is responsible and accountable for the use of the Federal funds
provided and for the pérformance of grant activities.

e) Recipient’s Authorized Organizational Representative (AOR). The AOR acts as

SCORE’s liaison to SBA for all matters related to the programmatic and financial
management of the grant and is responsible for submitting the grant proposal to
Grants.gov. The NOFO shall specify what certification shall be required from SCORE’s
Board of Directors or other governing body to authorize the person who shall act as the
AOR.

f) Grants Management Officer (GMO}. The GMO is authorized by certificate of
appointment to award, amend, and terminate a Federal assistance award. The GMO has
the authority to approve the financial assistance award and is the SBA official responsible
for overseeing the financial and other non-programmatic aspects of the award, unless
these required duties are assigned to another staff. These activities include, in partnership
with other Grants Management Specialists (GMS): evaluating grant applications for
administrative content and compliance with statutes, regulations, and guidelines;
negotiating grants; providing consultation and technical assistance and guidance to the
Technical Evaluation Panel (TEP), applicants and recipients, including interpretation of
grants administration policies and provisions; and, administering/coordinating grant
closeout, termination, and suspension activities.

OEE commits the funds in Oracle; the GMO obligates funds in PRISM for the
expenditure of Federal funds under a grant and is responsible for any change in the
funding, duration, or other terms and conditions of the NoA.
Other Specific Responsibilities of the GMO include, but are not limited to:
s Issuing Federal funds by signing the NoA;
¢ Directly and in partnership with other GMSs, developing, implementing
and evaluating policies and procedures governing the non-programmatic
aspects of grant administration;
» Reviewing and deciding on requests for any changes to the terms and
conditions of the NoA; and .
¢ Maintaining official application and grant files.

g) Grants Management Specialist (GMS). An OGM staff member who oversees the
financial, business and other non-programmatic aspects of one or more grants. These

activities include evaluating grant applications for administrative content and compliance
with statutes, regulations, and guidelines; negotiating grants; providing consultation and
technical assistance to program offices and recipients; and administering financial and
other non-programmatic aspects of the grants after award.
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h) Office of General Counsel (OGC). OGC provides legal clearance for all grant NOFO
and NoA boilerplates. OGC also provides legal advice in support of all SBA programs
and initiatives and helps minimize the Agency’s legal risks and costs, reduce litigation
exposure; and monitors compliance with the applicable statutes, regulations, Executive
Orders (EO) and other legal requirements. OGC provides the legal support necessary to
defend SBA’s interest in judicial and administrative actions, and proactively represents
the Agency in all legal matters that arise in the context of its financial assistance.

i) Office of Grants Management (OGM). OGM is responsible for ensuring oversight and
compliance for SBA. OGM awards and administers all grants and cooperative
agreements under SBA’s authority and appropriations, with the exception of awards to
SBDCs, portability grants, and WBCs. OGM also serves as the GOTR for congressional
grants earmarked by the U.S. Congress.

J) Suspension and Debarring Official (SDO). The Debarring Official means an agency
official who is authorized to impose debarment. A debarring official is the SBA
Administrator or their designee. For SBA, the debarring official for financial assistance
programs is the Director of the Office of Credit Risk Management (2 CFR 180,930,
2700.930).

k) Program Office (PO). OEE is the SBA office that initiates and administers the
Cooperative Agreement with the SCORE Association. OEE has direct authority over all
aspects of the programmatic operations. The PO is responsible for the funding
recommendations that are forwarded to the SBA Administrator or her/his designee,
unless statute delegates a different SBA official to which the recommendations are
forwarded for approval. The PO is responsible for the oversight of their respective
programs and to implement necessary corrective action, as discussed in this SOP, up to
and including termination.

1) SCORE Liaison (SBA District Office). The SCORE Liaison is responsible for ensuring
that SCORE Chapters are in compliance with SBA guidelines and support the oversight
of SCORE Chapters with OEE.

SCORE Liaison (SBA District Office) Programmatic Responsibilities

What are the monitoring responsibilities of the SCORE Liaison?

¢ Coordinate and support the oversight of SCORE Chapters with OEE and submit
the SCORE Liaison compliance forms.

¢ Encourage the SCORE LOCAL CHAPTER(S) to coordinate with other SBA
programs and resource partners.

» Encourage the SCORE LOCAL CHAPTER(S) to respond to SBA priorities and
special initiatives.

* Meet with the Lead SCORE LOCAL CHAPTER(S) Chair to discuss outreach
activities and provide OEE updates as applicable. ’

¢ Inform SCORE LOCAL CHAPTER(S) of any potential problem areas.
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o Conduct yearly on-site review monitoring of the SCORE LOCAL CHAPTER(S).
Make site visits at least once a year to all service delivery locations (Site visits
may be delegated to other SBA field staff). Verify that SCORE LOCAL
CHAPTERC(S) activities are responsive to SBA national priorities and conform to
the requirements of the law, the Federal Regulations, the NOFO, and the
Cooperative Agreement. See Appendix 1 for SCORE Chapter Monitoring Review
template.

o  Where more than ten SCORE chapter(s) exist within the SBA District
Office and on-site visits are prohibitive for all locations to be visited
within a 12-month timeframe, the SBA District Director or Deputy
District Director may propose alternative site visits schedules/options with
OEE.

¢ Ensure SCORE LOCAL CHAPTER(S) locations are suitable. Client delivery
locations must be readily accessible and provide adequate parking for clients.
Make sure there are signs identifying the location of the SCORE LOCAL
CHAPTERC(S). Check to see that the SBA/SCORE LOCAL CHAPTER(S)
partnership logo is prominently displayed at the front of each office. Lead
SCORE LOCAL CHAPTER(S) and other SCORE LOCAL CHAPTER(S) service
center locations must maintain publicly listed telephone numbers.

¢ Ensure that the SCORE LOCAL CHAPTER(S) is providing all services on a non-
discriminatory basis and not excluding individuals from a program because of
race, color, religion, sex, age, disability, or national origin. The SCORE LOCAL
CHAPTER(S) must hold SCORE LOCAL CHAPTER(S)-sponsored programs in
accessible locations and be responsible to reasonable accommodation requests
expressed by clients. SCORE MENTOR services should also be conducted
according to SCORE National Standards including client confidentiality, ethics
guidelines, and customer service requirements.

* Recommend specific actions to strengthen/improve the program to OEE.

What are the Liaison’s logistics responsibilities?

¢ Provide space information for SCORE CHAPTERS as requested by OEE or
SBA’s Office of Administrative Services (OSA).

What are the roles and responsibilities of SCORE velunteer leadership?

a. Regional Vice President. The Regional Vice President (RVP) is a volunteer
management position, appointed by and reporting to the SCORE Vice President of
Field Operations. The RVP is responsible for the management and performance of the
region, included districts, and chapters consistent with SCORE’s Standard Operating
Manual (SOM) and in compliance with the minimum standards.

Responsibilities
s Mentor SCORE District Directors.

¢ Manage and administer the policies, programs and procedurés authorized
by the SCORE Association Board of Directors, the SCORE CEO, and
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the SCORE Vice President of Field Operations.

Implement the strategies embodied in the SCORE Strategic Plan and
SCORE tactical plan.

Work on strategies to realize the growth of SCORE within the region. The
growth of SCORE encompasses multiple metrics including output, quality
and outcomes.

Assist SCORE District Directors and chapters with strategy and program
implementation to meet existing and create new client demand for
SCORE services.

Review and evaluate district structure and management and key regional
chapters. Assist district directors and chapter chairs with the setting of
performance goals, and provide the guidance, resources and support to
achieve the chapter business plan and performance goals.

Assist districts and chapters in strategies to raise funds locally and
promote chapter fiscal self-sufficiency.

Develop and utilize effective channels of communication among the
chapters and with the district office. Effective communication will
improve operating methods, mentoring techniques, recruiting of
volunteers, marketing, orientation, training, and fundraising and achieve
continuous elevation of client service.

Act as an experienced resource for SCORE leaders at the district and
chapter leve! for all operational issues.

Assist the districts/chapters, as requested, with volunteers’ performance
improvement.

Identify and mentor future field leaders in SCORE.

In coordination with SCORE Vice President of Field Operations and
other SCORE RVPs, work on broad issues facing the SCORE field
organization. Issues such as volunteer engagement, performance
management, data analysis and client-focused growth are key
organizational issues that the SCORE RVP will provide input on.

b. District Director, The district director is a volunteer management position, appointed
by the SCORE Vice President of Field Operations and reporting to the RVP. The
district director is responsible for the management and performance of the district and
its chapters consistent with the SOM and in compliance with Minimum Standards.

Responsibilities

Mentor chapter chairs and identify future chapter leaders.

Manage and administer the policies, programs and procedures authorized
by the SCORE Association Board of Directors, the SCORE CEO, and
the SCORE Vice President of Field Operations.

Implement the strategies embodied in the SCORE Strategic Plan.
Conduct a SCORE On-Site Review of each chapter within the district
annually to ensure chapter adherence to the SOM and Minimum
Standards.

Assist chapters with policy and program implementation and ensure
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adherence to timely reporting requirements and response to all National
SCORE office information requests.

¢ Review and evaluate the chapter business plan, assist the chapters with
the setting of performance goals and provide the guidance, resources
and support to achieve the chapter business plan and performance
goals.

o Manage the district budget as a supplement to fundraising by chapters,
and promote chapter fiscal self-sufficiency.

* Develop and utilize effective channels of communication among the
chapters and with the district office.

+ Review and approve or reject those volunteers that the chapter
nominating committee has selected as candidates for the office of
chapter chair.

» Make recommendations to the National SCORE office for the
establishment and/or closing of chapters and branches to maximize market
penetration.

o Initiate, develop and maintain relationships with SBA, business
organizations, community organizations and the local media to
heighten awareness of SCORE in the community.

¢ Direct legislative contacts by chapter volunteers with municipal, county,
state and federally elected representatives and their field staff.

¢ Appoint assistant district director(s) to serve the district. Delegate
responsibilities and provide mentoring to develop future SCORE
leaders.

c. Assistant District Director. The assistant district director is appointed by the district
director to assist in the management of the district.

Responsibilities
e Perform the duties delegated by the district director.
* Provide advice and counsel to the district director.
o [earn the duties of the district director and act in the absence of, or at the
request of, the district director, and be prepared to assume the position of the
district director, if appointed.

d. Chapter Chair. The chapter chair reports to the district director and is responsible for
overall chapter management. The chapter chair ensures that the chapter is compliant
with SCORE policies, procedures, Chapter Minimum Standards, goals and objectives.
In addition, the chapter chair will work to ensure the chapter is in alignment with
SCORE’s mission and vision as well as agreed upon goals and objectives. The
chapter chair should develop a leadership team within the chapter and delegate
appropriately to both the leadership team and to committees within the chapter.

e. Chapter Vice Chair. Generally, a Vice Chair is the successor to the chapter chair and

assists in the discharge of the chair duties. A chapter may have more than one Vice
Chair.
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Responsibilities
¢ Acts in place of the chair when the chair is absent or unable to serve.
s Performs other duties that are assigned by the chair.

*  Assists the chair in implementation or delegation of chapter activities at the
discretion of the chair.

f.  The ChapterSecretary. The secretary performs the duties normally incident to that
office, including the following (unlessdelegated elsewhere):

Responsibilities
¢ Keeps minutes of chapter meetings and training sessions,
» Tracks compliance on required National forms and volunteer training.

* Assists the chair in implementation or delegation of chapter activities at the
discretion of the chair.

g The ChapterTreasurer. The treasurer performs the duties in accordance with Chapter 5
— Finance incident to that office, for details, refer to the SCORE SOM.

Effective Date: 08/26/2019 Page 15



51

SOP %0 84

Chapter2?  The SCORE Program

Al

What is the SCORE Program?

SCORE, through its 300+ chapters and network of 10,000 volunteers serve entrepreneurs
with in-person mentoring, training workshops, virtual counseling and online training. It
provides business research, information and articles to online communities for veterans,
women, millennial entrepreneurs, disaster recovery and minorities. SCORE has adapted
its structure and services to meet the needs of the small business community in ever-
changing economic conditions. SCORE offers free or low-cost advice in Spanish and
other languages.

Central to SCORE’s impact are its volunteers, which provide mentoring, counseling and
training, offering their experience and expertise free of charge. SCORE volunteers are
committed to both small business and their local communities.

What is the authority for the SCORE Program?

The authority for the SCORE Program is the Small Business Act, 15 USC 637 § 8(b)(1)
(B, C,D, and F).

. What is the purpose of the SCORE Program?

The purpose of SCORE is to foster vibrant small business ecosystems through mentoring
and education, SCORE is a government-chartered nonprofit corporation dedicated to
helping small businesses get off the ground, scale and achieve their goals through
education and mentorship.

. What is a SCORE Chapter?

A SCORE Chapter consists of volunteers that provide free mentoring and training
sessions to nascent and existing small business entrepreneurs on a wide range of business
topics—everything from how to write a business plan, how to arrange funding and
manage cash flow, how to develop effective marketing and Web-based retailing.
Individuals can access SCORE Chapters via free, ongoing face-to-face mentoring
sessions or through email mentoring services.

What is the Relationship between SBA and the SCORE Association?

SBA funds the SCORE Program through a Cooperative Agreement. SBA is responsible
for the overall program policy and oversight, while the SCORE Association has the
responsibilities for implementation and management of its day-to-day operations.
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F. What policy documents and guidelines apply to the SCORE Program?

The primary documents governing the SCORE Program include:

Small Business Act (15 USC 637)

SCORE NOFOQ (Issued annually)

SCORE Cooperative Agreement (Issued annually)

2 CFR Part 200 — Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards

2 CFR Part 180 — Government-wide Debarment and Suspension (non-
procurement}

13 CFR Part 146~ New Restrictions on Lobbying

2 CFR Part 2700 — SBA’s Nonprocurement Debarment and Suspension Rules
2 CFR Part 2701 — SBA’s Implementation of 2 CFR Part 200

SBA SOP 00 18 —~ The Management of Grants and Cooperative Agreements
SBA SOP 20 12 5 — Administrative Accounting Procedures

. & & s @

G. Who administers the SCORE Program?

The Director for OEE has the responsibility of administering the SCORE Program. The
Director/OEE recommends to the AA/OED the annual program budgets. In consultation
with the AA/OED, the Director/OEE establishes funding levels in accordance with
statutes, implements the provisions of the program, and ensures the exchange of
information with the SCORE Association.

H. How is the SCORE Program’s Funding Allocated?

The budget for SCORE is appropriated by Congress and SBA enters into a Cooperative
Agreement with the SCORE Association to provide business mentoring and training
services. When the SCORE Association Cooperative Agreement is executed, funding is
maintained and managed for the local SCORE Chapters by the SCORE Association.
The allocation method used for SCORE Chapters is based on SCORE Districts which
considers both performance and need - performance and need are equally weighted.

I. Does OEE administer any disaster awards?

Yes, in the event of a disaster, OED is authorized to provide financial assistance to
recipients of OEE awards for the purpose of spurring disaster recovery and growth of
small business concerns located in an area for which the President has declared a major
disaster.

J. How is funding allocated for disaster awards?

Projects are funded under the RISE (Recovery Improvements for Small Entities) After
Disaster Act (Pub L. No. 114-88, Div. B). The RISE After Disaster awards are made
under separate and independent grant or cooperative agreement funding authority distinct
from that used by SBA for other awards to the SCORE Association.
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K. What is the SCORE Foundation?

SCORE Foundation (Foundation) is a not-for-profit organization which was incorporated
under the laws of the District of Columbia. Both the Foundation and the SCORE
Association share a common Chief Executive Officer and Board of Directors, but they
are separate entities. The Foundation is a publicly supported organization and, as such,
contributions to the Foundation qualify as charitable deductions by the donor for income
tax purposes. The Foundation’s sole purpose is to ensure a legacy of business counseling
and training for successful American small businesses, by supporting SCORE
Association (including financially) and its volunteer corps. The Foundation is primarily
supported by contributions through partnerships with the corporate community.
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Chapter 3 The Notice of Funding Opportuntiy
A. What is the NOFO?

The Notice of Funding Opportunity (NOFO) contains standardized language, and a
programmatic section that varies in each solicitation. OGM creates the standardized
portions of the NOFO in coordination with OGC and other stakeholders. OEE develops
the programmatic section for each specific grant or cooperative agreement.
Programmatic sections in NOFO must contain: 1) a synopsis of the program; 2) all terms
and conditions of the grant or cooperative agreement; and 3) program designs.

OEE creates the NOFO for a specific grant or cooperative agreement by adding the
programmatic section to the standardized announcement language, and then routing that
document through concurring parties using SBA Form 58. OGM, OGC, CFO, and OEE
must concur on every NOFO, unless specified differently elsewhere. Once SBA has
cleared the NOFO internally, OGM will post the NOFO on Grants.gov.

B. What type of Award Instrument does OEE use?

OEE uses a Cooperative Agreement as the legal instrument between SBA and the
SCORE Association to deliver financial assistance.
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Chapter 4 Application Review
A. Overview

Only the SCORE Association can apply for financial assistance in response to an OEE
NOFO. SBA intends to award continuation funding to SCORE under subsequent annual
SCORE Cooperative Agreements for future fiscal years, subject to continued program
authorization, availability of funds, satisfactory performance, and continued interest of
the SCORE Association. Since applicants are generally the same from year to year, the
application review process is different from a traditional application review process.

B. What is the first step in the Application Review process?

OGM will review the SCORE Association grant application package, to ensure basic
applicant eligibility and to check for completeness of the applicant package against the
OGM Application Checklist (See Appendix 3). The OGM Application Checklist itemizes
the required documents in the grant application submission. If required documentation is
missing, it will be noted on the checklist as a deficiency within the application. At that
point, SBA staff may contact the SCORE Association to request that it correct any minor
deficiencies or omissions with their proposals, which are not tied to eligibility
requirements. Once completed by OGM staff, the OGM Application Checklist review
will become part of the OGM official grant file. The OGM Application Checklist will be
standardized to apply to all Federal grants, in compliance with OMB regulations.
However, SBA will have the flexibility to expand the list of required information to
accommodate additional documents or certifications as required by the statute(s) of the
respective programs. This checklist will be given to OEE to perform its evaluation.

C. Is there a detailed Programmatic and Assessment of Application?

OEE may also provide comments on the application and determine program policy areas
that factor into an award recommendation. For example, OEE may develop program-
specific factors that reflect the desirability of selecting particular projects based on
geographic distribution, diverse approaches, complementary efforts, or other program
factors. These desired policy areas must be specified in the NOFO to assist prospective
applicants with their submission. The Program-Specific Review and Assessment, at a
minimum, is based on the results of the merit review, program priotities factors, risk
assessment and available funding. If there are other factors that will be considered by
OEE, they should be identified in the NOFO. These comments are to be put into writing
and made part of the official file.

Program-Specific areas to be reviewed and assessed by OEEs may include, but are not
limited to:

* A project or group of projects which represents a diversity of technical
approaches or methods;

s Efforts that are complementary and/or duplicative, which, when taken together,
will best achieve the goals and objectives;
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¢ Different kinds and sizes of organizations to provide a balanced programmatic
effort and a variety of different technical perspectives;

¢ Projects that possess a broad or specific geographic distribution;

¢ The application is written in a manner that will allow OEE to monitor
performance based on SBA reporting requirements;

¢ Based on knowledge that OEE has of the applicant, the proposed project/program
is: i) reasonable in scope; ii) adequate to address existing and trending SBA
program priorities; and iii) likely to succeed in achieving its goals; and

¢ Based on OEE’s knowledge of the applicant’s program, personne! and budgetary
practices, and past performance, determine if the proposed expenditures are
reasonable and necessary to conduct the proposed projects.

D. Is a detailed financial review of the Application performed?

A budget/cost evaluation provides OEE with an understanding of the budget estimates,
allocability, allowability, cost appropriateness and reasonableness of those costs with the
available resources. Importantly, the budget evaluation provides some initial insight to
project-related risk, beyond those dealing with technical uncertainty, which must be
considered prior to award.

The budget evaluation does not affect OEE recommendation and is not assessed using the
adjectival or scoring method. The results of this evaluation shall be used by OEE as a
factor in the application selection and funding process. Application proposed budgets
should be evaluated based on the same standards to which recipients will be held after
award, as outlined in the cost principles (2 CFR Part 200, Subpart E). The budget
review/cost analysis is conducted by the OGM and OEE.

Budget/Cost Analysis to Be Considered
a. Do all elements of the application’s work plan include associated budget costs and

conversely, do all elements in the applicant’s budget have corresponding work
plan elements included in the application?

b. Are all expenses in the submitted Line Item Budget allowable, allocable,
necessary and reasonable under the applicable program statute, and the respective
sections of 2 CFR Part 2007

c. Have costs been properly identified as allowable, with the necessary detail in the
budget narrative for its use, and not duplicative to the other budget line items?

E. What is the Federal Awardee Performance and Integrity Information System
(FAPIIS)?

FAPIIS is a federal database that has been established as a government-wide source of
information about the prior performance of federal contractors and grantees. Awardees
that have current active federal contract, grant and cooperative agreement awards with a
cumulative total value greater than $10,000,000 are required to disclose semi-annually
information about criminal, civil and administrative proceedings that reached final
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disposition within the most recent five-year period and that were connected with the
award or the performance of the award. SBA, as are all other federal agencies, is required
to check FAPIIS as part of its risk assessment under 2 CFR 200.205 prior to making an
award. Every agency is also required to enter information into FAPIIS about: (1) each
decision not to award a grant or cooperative agreement to an entity when the decision is
made on the basis of the agency’s risk assessment, and (2) information about each
termination of a federal award.
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Chapter 5  The Notice of Award
A. What approvals are needed to prepare the Notice of Award (NoA)?

OGM receives approval from OEE to fund an applicant. OEE also provides an Approval
List (SBA Form 1223), which documents the authorization and approval of funding by
the Director/OEE and the Deputy Director/OEE. OEE also enters the requisition in the
accounting system, allowing the commitment of funds.

B. What information appears on the NoA?
The NoA is SBA Form 1222 and contains the following information:

Authorization

Grant/Cooperative Agreement Number
Name and Address of Recipient

Project and Budget Periods

Award Amount

Title of Project/Program

Director of Project

Approved Budget

Administrative Regulations

Federal Award Identifier Number (FAIN).

* & & & & o » » 5 @

The NoA also includes terms and conditions that provide additional administrative or
programmatic requirements. If required, other special conditions specific to the SCORE
Association may be attached to the award. See Appendix 10.

C. How does SCORE receive the NoA?

SCORE’s Authorized Organizational Representative {AOR), as identified in the NoA, is
notified that they are a recipient of the SCORE NoA. This notification includes
instructions to review the NoA and, if in agreement with the provisions of the NoA, sign
and date it (SBA Form 1222) in block 23 and submit a counter-signed copy to OGM.
OGM emails this notification to the AOR. If SCORE has any questions or concerns
regarding the NoA, they must contact the GMO.
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Chapter 6  General Financial Information
Payments

A. How will payments to the SCORE Association be made?

Payments under the SCORE Cooperative Agreement are made as an advance and/or
reimbursement.

B. How must the SCORE Association request payment for their program expenses?

SCORE Association must submit all requests for payment to the GOTR using a SF-270
“Request for Advance or Reimbursement (See Appendix 13),” along with a Detailed
Expenditures Worksheet with written narratives of expenses (See Appendix 14), and a
Standard Form-Program Performance Report (SF-PPR) (See Appendix 15) with a
narrative. The aforementioned documents may be submitted without the SF-425 (See
Appendix 16) which is not due until 30 days after the end of the quarter in which the
funds were received, expended, and records the funds expended, obligated, and
remaining levels, in the areas of Federal funds, and program income,

C. How is the SCORE Association’s payment request submitted to OEE?

The completed SF-270 and signed certification statement must be sent to OEE.

D. What happens with the SF-270 once it is received by OEE?

Upon receipt of a reimbursement request, the GOTR will review the SF-270, Detailed
Expenditures Worksheet (including written natratives of expenses), and the SF-PPR for
completeness and accuracy. The GOTR must ensure that: a) the level of activity and
success of milestones warrants payment; b) statutory expenditure requirements are being
met; and ¢) costs are appropriate to the budget and the NoA. The GOTR must verify the
costs incurred are described in detail and must follow up with SCORE for any
vaguefunclear responses.

E. What is the function of the Denver Finance Center?
The Denver Finance Center processes all financial transaction requests for the Agency.
F. What is the general guidance regarding payments for the SCORE Program?

General guidance regarding payments for the SCORE Program can be found at 2 CFR
Part 200.305, Subpart D and SBA SOP 20 12 5 — Administrative Accounting Procedures,
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Program Income

G. What is Program Income?

Program Income is income that is earned by a recipient from activities that are supported
by the Direct Costs of the award. It includes and is not limited to fees collected from
Clients and/or attendees for Training.

The SCORE Association’s use of program income is restricted to allowable, allocable
and reasonable expenditures under the Cooperative Agreement. Relatedly, the Uniform
Guidance requires grant recipients such as the SCORE Association to maintain financial
management systems sufficient to adequately identify the source and application of funds
for federally funded activities. In addition, the program announcement for the SCORE
program specifies that program income may not be comingled with any other funds.

Prior Approvals
H. What prior approvals are necessary?

Refer to the Terms and Conditions of the current fiscal year NoA, for prior approval
details (e.g., contracts). See Appendix 19.

Financial Certifications

1. What financial certifications must be provided with a Recipient’s proposal
Application?

Consistent with 2 CFR 200.413, financial certifications must be signed by an authorized
individual at a level no lower than vice president or chief financial officer of the SCORE
Association. Each applicant must complete and submit the forms listed below:

Certification Regarding Drug-Free Workplace Requirements;
Certification Regarding Lobbying (SBA Form 1711);
Assurances- Non-Construction Programs (SF-424B);
Disclosure Form (SF-LLL);

Most recent A-133 Audit.

Carryover

J. What are Carryover Funds?

The award period is the period of time when Federal funding is available for obligation
by SCORE. SCORE may charge only allowable costs incurred during the award period
and any pre-award costs authorized by OEE. Recipients often seek to Carryover Funds
that are unobligated into the next Budget Period. The SCORE Association does not have
automatic authority to carryover Federal Funds without written request and approval of
OEE and OGM.
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Any Federal funding not properly obligated by SCORE within the Cooperative
Agreement award period will lapse and revert to OEE for de-obligation if approval to
carry over is not granted. OGM has established policies and procedures to address
Carryover Funds.

Internal Controls
K. What Internal Controls must SCORE have?

SCORE must use current Federal Government standards of internal controls as a guide in
SCORE’s SOM. Rigorous internal controls, including detailed documentation of
expenses accompanying requests for advance or reimbursement of funds, written
procurement policies, and following proper close-out procedures, can dramatically reduce
the risk of non-compliance with laws, regulations and award requirements.
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Chapter 7  SCORE Goal Establishment Process

A. How does the SCORE Association work with its Chapters to establish SCORE
Goals?

Annually, SBA assigns outcome-based goals to the SCORE Association to ensure
accountability. Then the SCORE Association establishes its performance goals at the
national level through a fiscal year tactical plan and once ratified by its Board of
Directors coordinates their implementation through its districts. SCORE District
Directors coordinate the development of chapter performance plans with SCORE
Chapter Chairs. Importantly, SBA’s Cooperative Agreement to implement the
SCORE Program is with the SCORE Association, not its subordinate chapters. Local
SCORE Chapters do not receive performance goals from SBA.
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Chapter8  Monitoring
A. What type of monitoring does the SCORE Program Manager perform?

OEE will perform both programmatic and financial monitoring. OEE will review all
financial and programmatic reports on a quarterly basis. OEE will conduct a year end
reconciliation of SCORE’s final Federal Financial Report (FFR) (SF-425) to
determine the accurate expenditures of SCORE and obtain an accurate total of
unobligated funds. OEE will conduct site visits from among the low performing
SCORE Chapters to determine if adequate progress is being realized in the
improvement of performance. In addition, OEE will review site visit reports
submitted by the District Office SCORE Liaison.

B. What type of monitoring does the SCORE Liaison (SBA District Office)
perform?

The SCORE Liaison will conduct a site visit of SCORE Chapters at least twice per
year. The SCORE Liaison will use the SCORE Chapter Monitoring Review found in
Appendix 1.
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Chapter 9 Reporting
A. What are the reporting requirements for the SCORE Program?

The SCORE Association must submit Performance and Financial Reports on a quarterly
basis as required by the Cooperative Agreement Terms and Conditions. Reports are sent
to OEE via email. The due dates for the SF-425 are January 31st (First Fiscal Quarter),
April 30th (Second Fiscal Quarter), July 31st (Third Fiscal Quarter) and October 31st
(Fourth Fiscal Quarter). If the Fourth Quarter SF-425 is the final financial report for the
Period of Performance (PoP), SCORE may submit a Fourth Quarter by October 31st or
submit the Fourth Quarter SF-425 as a final SF-425 on or before December 31st. If
SCORE submits a SF-425 on October 31st and there remain any unliquidated obligations,
it cannot be listed as final. A final SF-425 then must be submitted with all unliquidated
obligations cleared by December 31st. These due dates are adjusted accordingly, when
project periods vary. When this occurs, fiscal reports are due every fiscal quarter, unless
stated otherwise in the Cooperative Agreement award, and the final financial report (SF-
425) shall be due on or before ninety (90) days after the end of the PoP. In addition, all
costs claimed under a reimbursement request must be properly documented and kept in
SCORE’s files. Acceptable forms of documentation include receipts, invoices, contracts,
cancelled checks, employee timesheets/payrolls, etc. Refer to Chapter 10 for further
information on record retention. Additional considerations for reporting are detailed
below.

1) SF-PPR/Performance Report Narrative Requirements. The SF-PPR, or a form
designed by SCORE which contains the same information as in the SF-PPR, must be
submitted with a narrative statement that details all project accomplishments for the
reporting period, including a comparison between actual accomplishments and those
planned in the project goals and specific milestones as presented in SCORE’s
Technical Proposal. Where SCORE fails to achieve one or more of the predicted
accomplishments, SCORE must explain the reason(s) for the shortfall(s) and describe
the corrective action to be taken to bring project performance back into alignment
with the goals/milestones and a timeframe for implementing the stated corrective
action. The narrative should also include any lessons learned, best practices
identified, notable success stories, and problems encountered, and steps taken to
address those problems with time frames for planned corrections.

The GOTR must ensure the SF-PPR narrative is descriptive of its activities and the
GOTR must follow up with SCORE for any vague language or ambiguity before
sending documents over to OGM to process payment, if he/she determines it
necessary. The SF-270 cannot be processed by the GOTR without an accompanying
SF-PPR. The funds being spent in the current reporting period and since the
Cooperative Agreement began, are to be consistent with the level of reported
spending and reimbursements being requested in the SF-270. Only expenses in an
approved (and funded) budget line are eligible for payment.
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Retroactive expenses for anything not in the current budget will not be approved
through the SF-270 process or retroactively approved through a budget modification.
Most importantly, SBA provides ovethead support for SCORE; therefore, SCORE
cannot use an Indirect Cost Rate (ICR) Agreement,

If program income is earned, the non-Federal entity must disburse funds available
from program income (including repayments to a revolving fund), rebates, refunds,
contract settlements, audit recoveries, and interest earned on such funds before
requesting additional cash payments and such program income status must be
reported (received/expended) on the SF-425, as stipulated in their terms and
conditions.

2) SF-425 Federal Financial Report. These quarterly financial reports must be submitted
within 30 calendar days after the end of the reporting quarter. SF-425s which are not
submitted on a timely basis may result in holding reimbursements on future SF-270s
submitted after the report due date. The SF-425 only repotts on funds received (on a
cash basis) during the reporting period and does not include those funds that have
been requested for reimbursement but have not yet been received. Any match
requirement must proportionately meet the reported Federal expenditures on this
report to release additional funds. Any program income reported will: a) only be
expended on the program from which it was received; b) only be expended in the
fiscal year in which it was received, unless stated otherwise in the Cooperative
Agreement Terms and Conditions; and c) be used only for activities as specified in
the program project description, related budget, and regulatory cost principles. Any
program income received during the reporting period is to be reported on this form,
along with the expenditures from which the program income was applied. Any
recipient who fails to submit these reports in the prescribed manner, will be notified
by the GOTR that they are out of compliance with their General Terms and
Conditions.

3) Detailed Expenditures Worksheet, SCORE must provide detailed information
regarding actual expenditures broken down by the same cost category line items
identified in their approved budget using the Detailed Expenditures Worksheet (See
Appendix 14). SCORE only needs to have prior approval of a budget modification if
the cumulative amount of such transfers exceeds or is expected to exceed 10 percent
of the total budget (Federal + Non-Federa! funds) as last approved by the Federal
awarding agency. When the cumulative budget changes will exceed more than 10
percent of the total budget, those expenses shall not be approved for reimbursement
and will not be paid retroactively. Only those budget changes that do not exceed the
cumulative 10 percent are permitted without prior approval, as long as they are
allowable, allocable, reasonable, and necessary. The 10 percent threshold is reset,
once SCORE receives an approved budget modification.

SCORE must submit any budget modification when it determines they will be

exceeding the 10 percent threshold and be reminded that no retroactive approval will
be permitted for expenditures on unapproved budget modifications exceeding or
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expected to exceed the 10 percent threshold. For further guidance on varying from
budgeted cost category amounts, refer to the NoA budget and the General Terms and
Conditions of the Cooperative Agreement.

4y Program Income Report. SCORE is required to submit a semiannual program income
report to SBA by the established deadline (SBA Form 2113 and required
attachments).

B. What other reports are required?

1) Audit Report
The SCORE Association is required to submit annual audited financial statements to
OEE no later than 150 days after the conclusion of SCORE’s fiscal year. Please refer
to 2 CFR Part 200, Subpart F for more information. -

2) Client Service Data
The SCORE Association is required to collect and maintain records of counseling and
training clients on SBA Form 641 and of Training activities on SBA Form 888 or its
equivalent. The Client service information from these forms must be entered into
SBA’s Entrepreneurial Management Information System (EDMIS) quarterly starting
in2019.

C. Is there a penalty for late reporting?

Yes. If Recipients fail to submit timely or adequate reports, SBA may withhold funding
until the required reports are submitted. OEE will notify SCORE regarding their
compliance with the General Terms and Conditions of their award. Reporting dates and
time frames are in the Terms and Conditions of their award.
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Chapter {10 Administrative Requirements

A. What are the administrative requirements?

L.

SBA Handling of Information Collection i
Information collections must comply with the Paperwork Reduction Act of 1995 and
5 CFR Part 1320.

SBA and Recipients Addressing Record Retention and Access

In compliance with 2 CFR 200.333-337, the OGM and grant award recipients must
retain financial and programmatic records, supporting documents, statistical records,
and all other records that are required by the terms of a grant, or may reasonably be
considered pertinent to a grant, for a period of three (3) years from the final SF-425
submission date. The 3-year period does not begin until a final SF-425 is received and
accepted by SBA. But programmatic and/or financial reviews, audits or other
investigations may extend the petiod, if begun within the 3-year period.

These record retention policies apply to both paper and electronic storage of
applicable information, including electronic storage of faxes, copies of paper
documents, images, and other electronic media.

. Regulatory Requirements of a Recipient’s Financial Management System and

Financial Capabilities to Administer Grant Funds

SCORE must comply with 2 CFR 200.302 regarding the establishment and
maintenance of a financial management system to manage Federal funds. In
summary, SCORE’s financial management systems, including records documenting
compliance with Federal statutes, regulations, and the terms and conditions of the
Federal award, must be sufficient to permit the preparation of reports required by
general and program-specific terms and conditions, and the tracing of funds to a level
of expenditures adequate to establish that such funds have been used according to the
Federal statutes, regulations, and the terms and conditions of the Federal award.

Additionally, the financial management system must provide for the following:
retention requirements for records (2 CFR 200.333); requests for transfer of records
(2 CFR 200.334); methods for collection, transmission and storage of information (2
CFR 200.335); access to records (2 CFR 200.336); and restrictions on public access
to records (2 CFR 200.337).

Defining an Audit and the Audit Requirements
An audit is a systematic review or appraisal made to determine whether internal
accounting and other control systems provide reasonable assurance of the following:
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Financial operations are properly conducted;

Financial reports are submitted timely and accurately display fund activity;

The entity has complied with applicable laws, regulations, and other grant terms;
Resources are managed and used economically and efficiently; and

Desired results and objectives are being achieved effectively.

o o oe

SCORE is subject to the audit requirements of OMB’s Uniform Guidance Subpart F —
Audit Requirements. In general, Uniform Guidance Subpart F requires a State
government, local government, or non-profit organization (including institutions of
higher education) that expends $750,000 or more per year under Federal grants,
cooperative agreements, and all_other Federal funds, to have an annual audit by a
Certified Public Accountant (CPA) or a Federal, State, or local governmental internal
audit organization. The audit must meet the standards specified in Generally
Accepted Government Auditing Standards (GAGAS), also known as the Yellow
Book. The Uniform Guidance Subpart F explains in detail the scope, frequency, and
other aspects of the audit. Some highlights of Subpart F are as follows:

a. Covered organizations expending $750,000 or more per year in Federal awards
are required to have an audit performed in accordance with the Uniform
Guidance. However, if the awards are under one program, the organization can
have either a single organization-wide audit or a program-specific audit of the
single program, subject to the provisions of 2 CFR 200.507 of the Uniform
Guidance. Covered organizations expending less than $750,000 in any year are
exempt from these audit requirements in that year but must have their records
available for review as required by Chapter 8-2, “Record Retention and Access.”

b. The audit reporting package must contain the following:

(1) Financial statements and schedule of expenditures of Federal awards;

(2) Independent auditor’s report, including an opinion on the financial statements
and the schedule of expenditures of Federal awards, a report on compliance
and internal control over financial reporting, and a report on compliance with
requirements applicable to each major program and on internal control over
such compliance requirements;

(3) A schedule of findings and questioned costs; and

(4) If applicable, a summary of prior audit findings and a corrective action plan.

SCORE must follow a systematic method for ensuring timely and appropriate
resolution of audit findings and recommendations, whether discovered as a result of a
Federal audit or a recipient-initiated audit. Recipients are allowed 30 days from the
date of request to respond to the Single Audit Liaison (the Director, OGM)
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concerning audit findings. The SBA Single Audit Liaison, who is responsible for
issuing a management decision, must do so within six months of acceptance of the
audit report by the Federal Audit Clearinghouse (FAC).

Failure to submit timely responses may result in cost disallowance or other actions by
SBA. At the completion of the audit resolution process, SCORE will be notified of
the Single Audit Liaison’s final decision.

It is imperative that SCORE submits required audits within the time limits specified
in the Uniform Guidance Subpart F. If delinquent in complying with the provisions of
the Uniform Guidance, SBA may impose sanctions that may result in the loss of
Federal funds. No audit costs will be allowed either as Facilities and Administrative
costs or direct costs to Federal awards if the required audits have not been completed
or have not been conducted in accordance with the provisions of the Uniform
Guidance Subpart F. If directly charged, the respective program shall only pay the
portion of the audit allocated to it.

5. Process for Collecting Disallowed Costs Resulting from Single Audit or Other
Programmatic and Financial Reviews (2 CFR 200.345)
Any funds paid to the SCORE in excess of the amount to which the entity is finally
determined to be entitled under the terms of the award constitute a debt to the Federal
Government. If not paid within ninety (90) calendar days after demand, the Federal
awarding agency may reduce the debt by:

a. Making an administrative offset against other requests for reimbursements;
b. Withholding advance payments otherwise due to the Non-Federal entity; or
¢. Other action permitted by Federal statute.

Except where otherwise provided by statute or regulation, SBA will charge interest
on an overdue debt in accordance with the Federal Claims Collection Standards (31
CFR Parts 900 through 999). The date from which interest is computed is not
extended by litigation or the filing of any form of appeal.

6. Ensuring Grant Compliance
Enforcement measures should match the seriousness of the problem and should
always keep government interests in mind. The designated OGM and Program Office
staff persons should apply sound judgment in determining what enforcement and
compliance measures are appropriate for a particular situation (e.g., a minor problem
could be handled with a telephone call or email to SCORE).
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This begins with SBA first notifying recipients of their deficiencies relating to the
Cooperative Agreement terms, conditions, and other factors. Unresolved or difficult
issues and/or questions regarding applicability of enforcement measures can and, in
some cases, should be escalated to the AA/OED, the Director of the Office of Grants
Management (OGM), Chief Administrative Officer (CAO), Chief Financial Officer
(CFO), Office of Inspector General (OIG) or Office of General Counsel (0GC), as
appropriate.

If reminders do not have the desired effect, or if there is a chronic pattern of late
reports or lack of compliance with program requirements, terms and conditions, or
with the submission of quarterly reports or invoice submissions, SBA may determine
that it is appropriate to temporarily withhold payments until compliance is achieved
and/or reports are received. If SCORE fails to materially comply with award terms
and conditions, SBA may decide to take additional enforcement actions.  The
following includes a list of enforcement and compliance actions, indicating the
compliance area and enforcement process to implement specific enforcement actions.

a. Temporarily withholding cash payment pending correction of the deficiency by
SCORE;

b. Disallowing all or part of the cost of an activity or action not in compliance;

¢. Imposing high-risk special award conditions, pursuant to 2 CFR 200.207, by the
OGM Director and AA/OED if SCORE materially fails to comply with the terms
and conditions of an award;

d. Suspension of the award, suspension of payment, or both;

e. Termination of the award; or

f. Debarment and Suspension of SCORE pursuant to 2 CFR Part 180, Subpart G~
Suspension and Subpart H — Debarment).

Also, as provided in 2 CFR 200.341, in taking an enforcement action, SBA should
provide SCORE with an opportunity for a hearing, appeal, or other administrative
proceedings to which SCORE is entitled under any applicable statute or regulation.
When it is believed that a recipient has failed to comply with one or more
Cooperative Agreement Terms and Conditions such as meeting project schedule or
objectives, SBA has the option of instituting a Corrective Action Plan.

Corrective Action Plans are written correspondence from SCORE to SBA that
outlines the goals and objectives in the approved application; the progress thus far;
those goals or milestones that are behind schedule; and the corrective action SCORE
will take to continue with the Cooperative Agreement. SBA should acknowledge this
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correspondence in writing and either agree to the Corrective Action Plan or provide
an explanation of disagreement and an alternate plan to meet the same outcomes,

SBA’s OGM, GOTR and/or OEE will collaboratively provide advice to SCORE
during the development of a Corrective Action Plan and then evaluate the Plan,

All grants or cooperative agreements awarded by SBA must include project
objectives, performance goals and a schedule of milestones. Recipients that refuse to
accept, or are unable to adhere to, a Corrective Action Plan designed to address
performance deficiencies will be subject to the enforcement action provisions
outlined below.

The final determination as to the continuation of the project is the responsibility of
AA/OED, in consultation with the Director of the OGM.

Suspension or Formal Withholding of Payments

Background

Suspension of payments or the temporary withholding of payments can be used when
correction of identified deficiencies does not occur or when the SBA is implementing
a more severe enforcement action. This step is normally taken if SCORE fails to
resolve deficiencies following a formal notification email or when rapid correction is
needed to protect Federal Government interests.

The imposition of a suspension of payment does not halt activities under an award
and recipients may continue to incur costs during the suspension of payments, unless
stipulated otherwise in the written notification. A suspension of payments may be
imposed regardiess of whether SCORE has submitted any pending payment requests.

The AA/OED will coordinate with the OGM Director prior to a suspension and/or
formal withholding of payments to verify that all appropriate actions have been
attempted and that this is an appropriate response.

SCORE must be notified of the withholding of payments in writing. Notices must be
sent by email and certified mail, at a minimum (return receipt requested),

The notice must state that SBA is imposing the withholding of payments, the

reason(s) why, what corrective action is necessary by SCORE to remedy the situation,
and the date upon which payments will be withheld, if resolution is not achieved.
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If immediate action is not necessary to protect the Federal Government interest, SBA
will provide 15 days’ notice, informing SCORE that, unless information is received
within the 15 days establishing compliance by SCORE with the requested remedial
actions, SBA will proceed with the withholding of payments.

For minor non-compliance, such as a failure to submit a report on time, the GOTR or
Program Office Associate Administrator may email SCORE to remind them that a
report is overdue and provide a short grace period to correct the problem. All
reminders should be documented.

If specified corrective actions are not taken, more severe enforcement action,
including suspension or termination of the award, may be taken.

Suspension of Award

Background
This step is taken for cases of serious non-compliance or when a recipient fails to

implement their Corrective Action Plan, for example: serious risk to persons or
property; noncompliance with terms and conditions, Federal, State or local laws; or
other material violations of the assistance agreement.

If other enforcement mechanisms fail to bring SCORE into compliance, the AA/OED
may consider suspending an award to allow a recipient time to take corrective action
before making a termination decision,

If an award is suspended, all activities under an award must cease and no costs may
be incurred by SCORE during the suspension.

This activity is initiated by the AA/OED in collaboration with the OGM Director,
following less stringent forms of enforcement.

Process

Suspensions of an award must be documented in writing and included in the official
award file. SCORE will be notified of the suspension in writing, by email and/or by
certified mail, with a return receipt requested, at a minimum.

The notice must state that SBA is imposing suspension of the award, the reason(s) for

the suspension, the effective date and what SCORE must do to remedy the situation.
Any appeal procedures should also be explained in the suspension notice.
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If immediate action is not necessary to protect the Federal Government intetest, SBA
should provide 15 days’ notice, informing SCORE that, unless information is
received within the 15 days establishing compliance by SCORE with the requested
remedial actions, SBA will proceed with the suspension of the award. Normally, the
suspension will remain in effect for a maximum of 60 days to allow SCORE to take
corrective action.

If specified corrective actions are not taken, more severe enforcement action,
including termination of the award, may be taken.

When taking any remedy for non-compliance, SBA must provide the non-Federal
entity an opportunity to object and provide information and documentation
challenging the suspension action, in accordance with written processes and
procedures published by SBA. (2 CFR 200.341)

Costs incurred by SCORE during the suspension of the award are not allowable
unless expressly allowed by the suspension notice. (2 CFR 200.342)

Termination

The grant award may be terminated in whole or in part as follows:

1. By SBA or pass-through entity, if non-Federal entity fails to comply with the
terms and conditions of the grant award; ’

2. By SBA or pass-through entity for cause; and

3. By SBA or pass-through entity with the consent of the non-Federal entity, or
unilaterally by the non-Federal entity. In the former case the two parties must
agree upon the termination conditions, including the effective date and, in the case
of partial termination, the portion to be terminated. In the latter case the non-
Federal entity must provide written notification to the AA/OED and the OGM
Director setting forth the reasons for such termination, the effective date, and in
the case of partial termination, the portion to be terminated. (2 CFR 200.339)

Termination for Material Non-Compliance
Background
This process is used if deficiencies are not corrected during the suspension period or

for non-compliance. Non-compliance includes, but is not limited to:

a. violation of the terms and conditions of the award;
b. failure to perform award activities in a satisfactory manner;
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¢. improper management or use of award funds; or,
d, fraud, waste, abuse, mismanagement, or criminal activity.

This activity is initiated by the AA/OED, in collaboration with the OGM Director,
after less severe forms of enforcement have proven unsuccessful.

Note that it is the obligation of SCORE, as required by the NoA and SCORE’s own
SOM, to inform SCORE employees and volunteers of their rights and remedies with
respect to whistleblower protection when reporting fraud, waste, or abuse.

Process

All terminations for material non-compliance must be documented in writing in the
official award file. SCORE should be notified of the termination action in writing
using the same minimum requirements listed under a suspension,

The termination notice should set forth the reasons for the action and its effective
date. Any appeal procedures should also be explained in the termination notice.

When taking any remedy for non-compliance, the Federal awarding agency must
provide the Non-Federal entity an opportunity to object and provide information and
documentation challenging the termination action, in accordance with written
processes and procedures published by the Federal awarding agency. (2 CFR
200.341)

When the termination action is finalized, SCORE must refund the unexpended
portion of obligated funds, less reimbursement for expenses incurred prior to
termination.

It is customary to allow costs related to obligations incurred prior to the suspension or
termination notice, provided that those costs would be otherwise allowable, benefited
that Cooperative Agreement during the period before the date of termination, and
cannot be cancelled. Costs resulting for obligations incurred by SCORE following
termination of the award are not allowable unless expressly allowed by the
termination notice (2 CFR 200.342).

Termination by Mutual Agreement

Background
In financial assistance, the SBA and SCORE may agree that an award should be

terminated when both agree that continuing the project will not be of further benefit.
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Process

These termination actions must be documented in writing in the official Award File.
SBA and SCORE should agree in writing to the conditions of such termination.

The AA/OED and the OGM Director should be consulted before this agreement is
executed. The final determination as to the discontinuation of a project is the
responsibility of the OEE Director and the AA/OED, in consultation with the Director
of OGM.

When the termination action is finalized, SCORE must refund the unexpended
portion of obligated funds, less reimbursement for expenses incurred prior to
termination.

It is customary to allow costs related to obligations incurred prior to the termination
notice, provided that those costs would be otherwise allowable and cannot be
cancelled. Costs resulting from obligations incurred by SCORE following termination
of the award are not allowable unless expressly allowed by the termination notice (2
CFR 200.342).

Remedies for noncompliance

If a non-Federal entity fails to comply with Federal statutes, regulations or the terms
and conditions of a Federal award, the Federal awarding agency or pass-through
entity may impose additional conditions, as described in 2 CFR. 200.207 Specific
conditions. If the Federal awarding agency or pass-through entity determines that
noncompliance cannot be remedied by imposing additional conditions, the Federal
awarding agency or pass-through entity may take one or more of the following
actions, as appropriate in the circumstances:

a. Temporarily withhold cash payments pending correction of the deficiency by the
non-Federal entity or more severe enforcement action’by the Federal awarding
agency or pass-through entity.

b. Disallow (that is, deny both use of funds and any applicable matching credit for)

all or part of the cost of the activity or action not in compliance.

Wholly or partly suspend or terminate the Federal award.

. Initiate suspension or debarment proceedings as authorized under 2 CFR Part 180
and Federal awarding agency regulations (or in the case of a pass-through entity,
recommend such a proceeding be initiated by a Federal awarding agency).

e. Withhold further Federal awards for the project or program.

f. Take other remedies that may be legally available.

oo
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Debarment and Suspension of a Recipient

Background
Pursuant to 2 CFR Parts 180 and 2700, actions that suspend or debar a recipient

organization from participating in any Federal program are imposed not as
punishments, but to protect the interests of the Government. The integrity or
responsibility of an applicant or recipient is at issue in a suspension or debarment, and
such action is imposed only in egregious circumstances (e.g., when a recipient or
applicant has been indicted and/or convicted of a criminal offense).

Process

All the regulatory requirements of 2 CFR Part 180 - Debarment and Suspension (non-
procurement) and 2 CFR Part 1200 must be met before a recipient organization can
be debarred or suspended from participation in Federal programs. This action must be
distinguished from a suspension or termination of an individual award by SBA as
discussed above; however, the termination of an award will occur when a recipient is
suspended or debarred per 2 CFR Part 180.

The most common basis for a suspension is an indictment for a crime. Such offenses
may include fraud, antitrust violations, forgery, bribery, falsification of records, etc.
In addition to an indictment, a person or organization may be suspended whenever
SBA has other adequate evidence to suspect that a crime or some other serious cause
that affects a person's present responsibility may have occurred. Debarment generally
occurs following a conviction or civil judgment.

When a recipient has been indicted, the OEE Director, OGM Director, or whoever
obtains that information, should notify the SBA Suspension & Debarring Officer
(SDO) in OGC, who will assume responsibility from that point forward. The SBA
shall refer all terminations for cause to the SDO for a suspension and debarment
review. The SDO is the SBA Official charged with determining whether a party lacks
present responsibility and is, therefore, an unacceptable business risk for the
Government. The grounds for a cause termination correspond with grounds for
debarment. An automatic referral shall not necessarily mean the parties will be
suspended or debarred, but will ensure SBA does not merely protect itself through a
termination without ensuring the whole Government gets protection.

When the statement of facts indicates irregularities may be fraudulent or eriminal in

nature, or for any other reason that further investigation is considered necessary, the
OIG should also be notified. '
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7. Steps Involved in the Closeout Process
Within ninety (90) calendar days after the expiration or termination of the
Cooperative Agreement, SCORE must submit all final reimbursement requests,
financial, performance, and any other reports required by the NoA. The following
outlines steps in the closeout process; this includes disaster assistance grants or
cooperative agreements:

a, The OEE Director or GOTR notifies SCORE (cc: GMO) to submit final
reimbursement requests (SF-270s), followed by a final SF-425 and final SF-PPR.
SCORE is informed that upon reconciliation of these reports with the SBA
financial system, the remaining funds will be de-obligated. OEE will also request
a written confirmation from SCORE acknowledging that the final SF-270
constitutes all reimbursements to be submitted to the SBA and to confirm the
amount of funds to be deobligated.

b. After the final SF-270 is submitted to OGM, processed, and paid, the GOTR will
confirm the balance of unused funds, and send an email to SCORE to confirm that
all unliquidated obligations have been cleared. As stated above, SCORE prepares
the final SF-425, which will support that no outstanding unliquidated obligations
still exist. Furthermore, unless the statute allows carry-over and/or special
conditions provide other usage of program income, all remaining unspent
program income is to be forwarded to SBA. When these actions are complete and
affirmed by SCORE, the GOTR prepares an SBA Form 1223 to deobligate those
funds and forwards it to GMO for deobligation.

c. Once all the aforementioned information is received, and the finances are
reconciled internally between the two final fiscal reports of the SF-270 and SF-
425, the GOTR reviews the reimbursement package for content and inclusion of
final documents, sends final reports, written confirmation from recipient, and a
signed SBA Form 1223 with the amount of funds to be de-obligated to OGM
through the OGM e-payment mailbox: ogmepayments@sba.gov. This
deobligation process is to be conducted by the OGM and will only take place
when activities in the aforementioned paragraphs (a) and (b) have been finalized
and completed, including after processing the final payment.

d. The GMO receives final reimbursement records, program reports, a writien
confirmation from recipient that all reimbursements have been submitted, and a
signed SBA Form 1223 with the amount of funds to be de-obligated in PRISM.
The GMO reviews the completed closeout package for content, by using the
OGM Closeout Checklist (Appendix 12) and verifies the unobligated balance of
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award as reported by SCORE in Oracle. The GMS/GMO ensures the final
reimbursement request has been paid. The GMO then files the acknowledgement
email from SCORE, signed SBA Form 1223 with the amount of funds to be
deobligated and the final payment/reports under “Payments/Reports” in PRISM.

e. The GMO notifies SCORE and the GOTR that final payment has been made per
paragraph (b) and that remaining funds will be de-obligated (if applicable).

f. After confirming that the final payment is cleared in Oracle, the GMO prepares
the SF30 Modification in PRISM for deobligation of unused funds.

g. The GMO closes the award in PRISM and files the OGM Closeout Checklist in
‘Application Documents.’

Points of Contact

The points of contact named in the NoA Terms and Conditions are the key officials
assigned by the SBA. OEE will monitor the SCORE Program and provide guidance and
support during the entire performance period.
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SCORE Volunteer Membership

A. Who is eligible?

Anyone is eligible to be a SCORE volunteer. The person should have a strong
desire to help people and hold the same values as SCORE. Anyone under the
age of 18 must have parental consent before they can serve in SCORE.

B. What are the conditions for membership?

There is no single set of factors that make up a great SCORE volunteer. The diversity
of race, gender, personality, and individual experience is what makes SCORE
collectively strong.

However, these are factors to consider:

Alignment to SCORE’s “Values, Beliefs, and the Way We Act”.

Ethical conduct and good judgment.

Interpersonal skills, motivation, passion, drive, inquisitiveness, and technological
knowledge.

Being client centric with the ability to maintain an open mind and proactively
manage client relationships.

Willingness to accept and deal with change.

Willingness to communicate effectively, orally and in writing.

Willingness and ability to engage in chapter activities, including leadership,
committee assignments, workshops, administration and special programs.
Commitment to follow required SCORE procedures, including the completion of
all required forms.

The chapter should communicate clearly to all candidates, prior to accepting them as
members, that:

Any material developed while in SCORE, and used to further SCORE’s mission
and activities, belongs exclusively to the SCORE Association unless otherwise
agreed to by the SCORE Association and other parties.

Membership in SCORE is a privilege and as such, SCORE may terminate a
volunteer’s membership, at any time, with or without reason, cause or advance
notice.

Meet requirements in SCORE continuing education programs to continue to
provide the most relevant assistance to SCORE clients.

Maintain and record all client activity required by the chapter, district director or
National SCORE office.

Annually commit to the Ethics/SLATE tenants & comply with all of SCORE’s
SOM requirements.
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Chapter 12 Chapter Formation and Termination

A,

How are SCORE Chapters formed?

Chapters may be formed through organic recruiting in a new geography or by
separation as a stand-alone unit from an existing chapter. All new chapters must
submit a New Chapter Application and the application be approved by the SCORE
District Director and Vice President of Field Operations, as well as the Secretary of
the SCORE Board of Directors.

. How are SCORE Chapters terminated?

The membership of a chapter shall continue until its charter is terminated either for
cause or at the request of the chapter or district director. Grounds for termination
include the persistent failure to meet SCORE Minimum Standards or the failure to
meet the needs of the community or market area.

. Can a SCORE Chapter voluntary terminate?

A chapter may seek voluntary termination and surrender its charter,

o Ifachapter self terminates, the chapter chair shall send a written notice of the
action to the district director and SCORE Vice President of Field Operations.

o The district director shall arrange for disposition of the chapter’s funds, records
and property.

. What happens to assets following a termination?

A chapter that is being terminated (voluntarily or otherwise) may own or have a

proprietary interest in monetary funds or property, such as equipment, furnishings,

publications, leases or supplies that were obtained in the course of SCORE activities.

If so, the district director is authorized and must take the following appropriate and

effective measures on a timely basis:

s Secure and control the chapter’s monies and property for continued SCORE use.

s Ensure assets belonging to the SBA or purchased with appropriated funds are
subject to final SBA control.

« Chapter officers and volunteers shall assist in the disposition process.

o When a branch office is closed, similar action is to be taken by the chapter
and/or the district director.

. Can a SCORE Chapter be reinstated?

Reinstatement of a chapter charter may be considered upon a formal application that
follows the same procedures required to form a new chapter. Note: The charter of the
newly reactivated chapter may use the former chapter’s number and/or name if still
available, but will show a new formation date.
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F. What are SCORE Chapter Branches?

A SCORE chapter may wish to extend the area it can serve by establishing a separate
focation or branch capable of providing most of the services of a regular SCORE
chapter. These may include the ability to:

o Provide mentoring on a regular, scheduled basis.
¢ Schedule mentoring sessions.
s Conductworkshops.

In addition to the above requirements, the following criteria apply to chapter
branches:

s The branch will have a designated volunteer manager
who is responsible for coordinating branch activities
and reporting.

* The chapter may establish other criteria in addition to those listed,
including attendance requirements at chapter meetings as well as
the branch manager’s participation in chapter committees.

o Branches are urged to develop partnerships or affiliations with
local economic development organizations, including chambers of
commerce, Small Business Development Centers (SBDCs),
Women’s Business Centers (WBCs) and city, county or state
sponsored organizations.

o Ifa branch requests to become a chapter, it shall meet all the
criteria necessary for the establishment of a SCORE chapter.

» Branches may not have bank accounts. All income and expenses of
the branch will be handled by the chapter.
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Chapter 13 Homeland Security Presidential Directive - 12 (HSPD-12)
A. What is HSPD - 12?

HSPD-12 is a strategic initiative intended to enhance security, increase Government
efficiency, reduce identity fraud, and protect personal privacy. It requires the
development and implementation of a government-wide standard for secure and
reliable forms of identification for Federal employees and contractors.

B. What are the requirements for the HSPD-12 Personal Identity Verification
(PIV) badge process?

Standardized identity proofing and registration procedures will be required
throughout the SBA, and across the Federal Government. An individual is issued a
credential only after presenting two identity source documents, at least one of which
is a valid Federal or State government issued picture ID.

In order to receive a PIV card, individuals must have a successfully completed
Special Agency Check (SAC) on file and a National Agency Check with Written
Inquiries (NACI) or higher-level investigation as required by the job description,
initiated at a minimum.

Three separate individuals serving in PIV Administrative Roles (Sponsor, Registrar,
and Issuer) are required in order to create a PIV card, therefore eliminating the
possibility of a single corrupt official in the process from issuing a credential with a
fraudulent identity or to a person not entitled to the credential.

Only appointed, trained, and certified personnel may issue a credential,

C. Who is responsible for implementation of HSPD-12 at SBA?

Office of Personne! Security which falls under the Office of the Chief Operating
Officer, working in conjunction with the Office of the Human Capital Management,
has the responsibility for implementing HSPD-12 in the Agency.

D. What is the current process to receive a PIV.I card?

All SCORE volunteers will receive PIV-1 cards which require an FBI fingerprint
check. The PIV-I cards are temporary PIV cards that meet security requirements to
enable the SCORE volunteers to meet the Facility Security Officer Security
requirements for building entry and security screening for daily access to the
building. PIV-1 cards will only be issued to SCORE volunteers that are in 2
General Service Administration (GSA) Level III or IV facility. The submission
package must contain the completed SCORE Personnel information sheet, OF-306,
letter from SCORE, resume, and any immigration documentation as required (if they
were not born in the US). An investigation will only be warranted based upon
information discovered during the FBI fingerprint and criminal check. SBA does not
have to conduct full investigations on the SCORE volunteers unless the fingerprint
check or criminal record indicates further investigation is required.
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Chapter 14  Cosponsorship Activities
A. What is the purpose of Cosponsored activities?

SCORE may collaborate with SBA and other current SBA recipients for the purpose of
co-hosting activities within the scope, without the need for a separate written agreement.
SBA’s logo may be used in conjunction with such co-hosted activities. However, where a
proposed activity includes contributors, co-hosts, or cosponsors that are not current SBA
recipients or involves undertakings that are outside the scope, the parties must work with
SBA to execute a separate written cosponsorship agreement.

If one or more organizations and SBA are involved with SCORE as cosponsors of an
activity, a cosponsorship agreement must be executed by the SBA, SCORE, and all other
cosponsors in accordance with the SBA’s Cosponsorship SOP 90 75 04 or the revised
equivalent.

If any cash is to be collected, from cosponsors or participants to support the cosponsored
activity, one of the cosponsors must be designated as the Fiscal Agent for that
cosponsored activity. SCORE local chapters may not be designated as Fiscal Agent.

SBA has developed a compliance process to verify that all cosponsorship agreements that
SBA enters into with SCORE are properly approved and adhered to.
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Chapter 15 Frequently Asked Questions
A. What is SCORE?

SCORE is a nonprofit association dedicated to helping small businesses get off the
ground, scale and achieve their goals through education and mentorship.

B. Who are the SCORE mentors?

They are active and retired business men and women who volunteer their experience and
expertise to help continue the American free enterprise system that aided their success
and service.

C. What does SCORE do?
They provide confidential face-to-face, e-mail, video, and telephone mentoring on an
individual basis to persons seeking advice on getting into business, on starting a business
and on solving business problems,
They also provide online training — 24/7 on their SCORE website, as well as in a wide
variety of webinars, seminars, workshops, and similar classroom site wherein groups can
learn from specialized or general presentations. SCORE chapters may charge a fee to
cover the expenses of the training.

D. Where is SCORE located?
SCORE is organized into more than 300 chapters across the nation.

E. How can I find SCORE?

Go to the SCORE website and enter your zip code in the Get Paired with a Mentor box.
You may also click on the Find a SCORE Location box.

F. How much does it cost to work with SCORE?

SCORE mentors do not charge for mentoring. They may charge a fee to cover the various
costs associated with group training.

G. Why can 1 trust mentors?
At the beginning of their SCORE mentorship, every SCORE mentot signs an Ethics
Pledge — and renews it every year thereafter. Any violation of the ethics pledge makes

them subject to immediate dismissal. They are also subjected to intense training on
mentoring techniques and participate in a certification program.
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. SCORE History

Maurice du Pont Lee of Wilmington, Delaware gathered a small group and formed a
consulting and advisory service for small businesses.

The Small Business Act was signed into law by President Dwight D. Eisenhower. As a
result, SBA was created. The Act stated the Federal Government “should aid, counsel,
assist and protect the interests of small business.”

1963 | More than 50 independent groups across the country were providing low-cost or no-cost
business counseling.

1964 | SBA Administrator Eugene P. Foley officially launched SCORE as a national volunteer
group with 2,000 members on 5 October, uniting independent efforts into a national
force.

1970 | Walter H. Channing of Detroit, Michigan, serves as the first president of SCORE.

1975 | SCORE was formally incorporated into a nonprofit association.

1978 | SCORE is honored for small business counseling service to 2 million Americans.
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Chapter 16 Appendix
Appendix 1

Index to Forms and Reports
Form
SCORE Chapter Monitoring Review
OGM Application Checklist
A-9 Budget Detail Worksheet for 12 Month Period, Supplementary Instructions
A-10 Budget Detail Worksheet for 12 Month Period, Key Personnel List
A-11 Budget Detail Worksheet for 12 Month Period, Direct Costs
A-12 Budget Detail Worksheet for 12 Month Period, Indirect Costs
SBA Form 1223, Approval List
Standard Form 424 A, Budget Information - Non-Construction Programs
SBA Form 1222, Notice of Award
OGM Payment Checklist
OGM Closeout Checklist
Standard Form 270, Request for Advance or Reimbursement
Detailed Expenditures Worksheet
Standard Form Performance Progress Report
Standard Form 425, Federal Financial Report
Acronyms
SBA Administrative Capability Questionnaire (Self Certification Form)

Procurement Approval
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Appendix 2
SCORE Chapter Monitoring Review

A few reminders before you go on a monitoring site review...
» Please use the attached form that can be found on SharePoint

(https://sbal23.sharepoint.com/sites/Apps/OEDReports/Pages/default.aspx) at the OED

Reports Site to produce your report. Include a response to each question,

¢ These questions may be shared with the SCORE in advance, but the responses must reflect
your own analysis/observation; the report is not to be completed by a SCORE volunteer.

» Before your visit, please refresh your knowledge of the following guiding documents and
resources:
o The Current Year NOFO;
o The SCORE NoA with SBA/OEE; and
o SCORE’s annual proposal and progress reports.

» Please request that the SCORE Chapter provide performance data for the most recently
completed federal fiscal year, and current federal fiscal year to date.

*  When conducting your review, ensure that you take notes to support your observations.

s Ifthe SCORE’s response or lack thereof to a specific question requires follow up, please note
the item and establish a due date with the SCORE at the end of the review. This allows for a
continued flow of conversation and almost always makes for a more productive site vigit.

s  Submit your draft report to the SCORE Program Manager within 10 days of the date
of your site visit. Or the report can be submitted directly from the SharePoint OED
Reports site. Once the Program Manager concurs with the report, forward a final version to
the Chapter Chair (copying the SCORE Program Manager to the correspondence).
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Appendix 3
OGM Application Checklist

Program Office

Notice of Funding Opportunity
No.

Award Instrument

{Check one of the following)
Recipient Name

Grant Cooperative Agreement

Directions:
Check the application package for each item below. If additional documents are required by the
Notice of Funding Opportunity, include the items on the second page of this checklist.

Key

V= Included

X = Not included

N/A = Not Applicable

[7] Cost Proposal ~ includes the following:
[] SF-424, Application for Federal Assistance
[] SF-424 A, Budget Information
[T} SF-424 B, Assurances. (This form requires a signature)
] A-9 through A-12 - Budget and Narratives
] Match % (If match is required)
[} Approved Indirect Cost Rate Agreement from Cognizant Agency
77 Cost Policy Statement

{7} Technical Proposal — includes the following:
7] Resumes and position descriptions for all key personnel providing services. Ifa position
is vacant, a position description must still be provided.
7] List of Contractors/Consuitants
[} Copy of Contractual/Consultant Agreements (Over $25,000)
{77 Tax ldentification Documentation issued by the Internal Revenue Service
[ Governor’s letter of designation. (If Required)
[} CFO Certification and Completed Administrative Capability Questionnaire (ACQ)
[7] Copy of Organization’s most recent Single Audit Report or link to website located

[T} SF-LLL Disclosure of Lobbying Activities

[} SF-3881, ACH Vendor/Miscellaneous Payment Enrollment Form
[[] SBA Form 1623 - Debarment and Suspension

[} Drug-free Workplace Agreement

[] Terms & Conditions filed in PRISM
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OGM Application Checklist

] Additional Documents Required by the Notice of Funding Opportunity — includes the following:
] Authorization by Board of Directors or other Ruling Body for the AOR to legally bind the organization.

L O O

The following designed officials hereby certify that they have carefully reviewed the application
and have properly recorded the status of each document.

Printed Name, Program Office Responsible Official Signature Date

Printed Name, GMS Signature Date
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A-9 Budget Detail Worksheet for 12 Month Budget Period, Supplementary Instructions
(Non-Construction Programs)

L Personnel

SOP 90 84

Enter it Column | the annual (12 months) salary rate for each key position referred to m the narrative, which wilf be filled for all or
any part of the year by an mcumbent working on the project. This rate may not be more than that paid by SCORE to other employees
n comparable positions or, if SCORE has no comparable positions, the rate may not be more than that pard for such services

elsewhere 1n the community

Enter in column the number of months the position will be {illed by an incumbent working on the project

Enter in Column 3 the percent of time or effort the ncumbent will devote 1o the project during the number of months shown in

Column 2.

Enter 1n Column 4 the total amount required, as computed from the mformation shown in Columns { through 3 Use the following

formats

Annual Salary x (Col. 1) No_of Months (Cof 2) x Percent of Effort (Col. 3) = Total Amount Required {Col 4)
12

EXAMPLES:
PERSONNEL
ANNUAL NO. % TOTAL
SALARY MOS. TIME AMOUNT
NAME RATE BUDG. REQUIRED
)] 2) 3 )
Full-Time Employee of Institution working 60% time on
project.
John Doe $24,000 12 60% $14,400
Calculation $24,000 x 12 60% = $14,400
12
Summer Employee (3 months) to be paid $1.000 a month
will work on project 25% of time.
Richard Doe $12,000 3 25% $ 750
Calculation $12,000 3 25% = § 750
2. Fringe Benefits

Enter in the parenthes:s the fringe benefit rate applicable to each set employees, by position title, of the insututions If the fringe
benefit rate 1s established as one rate, or there is an average due to differences in coverage, onc rate may be entered; otherwise,
different rates and theur respective costs must be broken out  In Column 4, enter the amount determined by applying the rate of rates
to the total of the salaries i Column 4 to which the rate applies

3. No Option for Salary Detail Submission

No institutrons may require that the salary rates and amounts requested for indrviduals not be made avatlable to SBA reviewing |
consultants Al salaries which are to be charged to an SBA grant must be detarled in the salary chart

Effective Date: 08/26/2019
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Appendix §
A-10 Budget Detail Worksheet for 12 Month Budget Period, Key Personnel List (Non-
Construction Programs)

ANNUAL NO. % FEDERAL/

SALARY MOS. TIME | NON-FEDERAL
NAME AND RATE BUDG. AMOUNT

POSITION TITLE REQUIRED

1) @) 3 )

{Always list each employee’s title, annual salary rate, no.
of months within budget, percentage of time and amount
to be paid from the award. There is no exception to this
tisting of salaries and related fringe. . If the fringe benefit
rate is established as one rate for the entire organization,
or there is an average rate due to differences in coverage
fe.g. family size, marital status, etc.], one rate may be
entered: otherwise, if different rates exist due to different
coverage per classification or labor agreements, then
their respective fringe costs percentages and resulting
funds must be broken out.)

TOTAL PERSONNEL s

FRINGE BENEFITS (Rate - ) $

TOTAL PERSONNEL & FRINGE $

Signature: Title: Date:
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Appendix 6
A-11 Budget Detail Worksheet for 12 Month Budget Period, Direct Costs

(Non-Construction Programs)

: If mu[:‘zple ztems purchasezi xm(lar #° mtsgarv, §
rosite separate costs for vach item.

Personal Services - List all Key Personnel on page A-10 Provxde all posttion titles proposed to be workmg
on the grant  Show the annual salary rate and the percentage of tune to be devoted to the project

C paid for empl engaged 1n grant activities may not be more than that paid by SCORE to other
employees in comparable positions or, if SCORE has no comparable positions, the rate may not be more than that $

pard for such services elsewhere 1n the similar organizations providing like services

Fringe Benefits - Fringe benefits are to be listed separately and should be based on actual known costs or an
established formula Fringe benefits are for the personnel listed i Personal Services category and only for the
percentage of time devoted to the project  Fringe benefits on overtime hours are limited to FICA, Workman's
Compensation, Unemptoyment Compensation, and any other fringe benefit determined by salanes and wages pawd o
the employee $

Travel - ftemize travel expenses of project personnel by purpose (¢ g , staff to trainmg, feld interview, advisory
group meeting, etc ) Show the basis of computation (¢ g, six people to 3-day tramng at $X lodging, $X
subsistence) Idennfy the location of travel, if known Indicate source of Travel Polictes applied (Applicant or
Federal Travel Regulations) NOTE Per diem ss not allowed for tocal travel

Equipment - List non-expendable stems that are to be purchased  Non-expendable equip 1$ tangible
property having a useful hife of more than two years and an acquisttion cost of'$3,000 or more per umt  (Note®
Orgaruzation's own captalization policy must be used to establish the threshold of equi from supplies if below
$5,000 threshold). Expendable ttems should be included either in the "Supphies” category or the “Other” category
Applicants should analyze the cost benefits of purchasing versus leasing equipment, especiaily high cost stems and
those subject to rapid techmical advances. Rented or leased equipment costs should be Listed in the "Contractual”
category Explan how the equipment is necessary for the success of the project  Provide procurement method used

Supplies List riems by type {office supplies, postage. trainng matersals, copymg paper, and expendable
equipment tems costing less than 35 000 such as books, hand held tape recorders) and show the basis for

{Note' If the hreshold must be used when determining equipment
from supplies, when less than the usual SS 000 threshold) Generally, supplies mclude any materials that are
expendable or consumed during the course of the project $

Contractual {NCLUDES CONSULTANTS) - Provide contractor's company or person tiame and a description
of the product of service to be procured by the contract and an estimate of the cost  Applicants are required to
promote {ree and open tion in awarding . A separate justification must be provided for sole source
contracts over $25,000 00, For each consultant enter the name, 1f known, service to be provided, hourly or daily fee
{8-hour day), and estimated time on the project When permitted by statute, any subawards of any size, as defined by $
2 C FR 20092, shall be entered under contractual and follow all aspects of 2 C F R Part 200

Other - List tems {¢ g, rent, reproduction, telephone, jamtordal or security services, ete ) by major type and the
basts of the computation to ensure proper allocation of cost to benefiting funding source  For example, provide the
square footage and the cost per square foot for rent, or provide a monthly rental cost and how many months to rent
Ensure that ‘other’ costs placed 1n this object class are not already paid through indirect costs. $

TOTAL DIRECT COST s
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Appendix 7
A-12 Budget Detail Worksheet for 12 Month Budget Period, Indirect Costs

{Non-Construction Programs)

(Casts zdent:f ed as mds; et cannot be duplicated inDivect ( osi)

(Rate /o)‘ : .
- If the applicant has an approved rte. 2 copy-of the rate approval (& fully executed; negotiated agreement); miist be attached.
Indirect Costs will sot be eimbursed without de ion of an approved indirect cost vate from SCORE’ s Sognizant
agency. I the applidant does not have an approved rate, onie can beé reéquested by contacting the applicant’s cognizant Federal
agency, which will review all docurnentation and approve a rate for the applicant organization, or if the appiicant's accounting
systenn permits, costs may be allocated in the direct costs catsgories. I anagency has:an expired rate, they may enter the old
“rate as a placeholder; as Jong as the expired approved rate agreemient is attached; however, no charges may be Lhargcd fo the
Cgrant untitanew rate is 'xppmved Any non-federal entity (e.g-recipientior submcxpnem) except State Governmental
dcpamncms. agencies, bureaus. et and Local Goyernmental departiients, agencies, bureaus, eto; (uinless they receive less.
‘thzm $35 mithion direetly from the Pederal Gov: ernment); and-Indian I‘rxbc that has z\c\cr haday ;_,otlalc.d indirect cost rate
may elect to chatge ade minimis Tate ()t 10% of fh ‘dx ied total dir S

documentation (see 2 C.F.

aliouabtlny ot X

htly: for aﬂ Fedzmi awards unm snch time as'g nm\-Ft.dera entity chmms o
mg(mate fox arate, hich the nmx-hzdexal onti nay. apply 16 do at any time [2 CER/200414(D) The MIDC base'is the

~total direct costs texcluding eapitat expenditures snd other distorting ilems; such as subawards ot subcontracts for $25.000-or
mote) The distribution base must:also emluda participant support costs as defined ih 2 C.FR:§ 200,75 Participant suppost
casts. T chosei, this methbdology onee slected must be tsed consmtentlv for-all Federal a\xardﬁ il siich time as a tion-
Federal entity chooses to iegotiate fora vate, which the ionsFederal entify may apply foratany time.

‘ FEDERAL/
N, R
s : REQUIRED
Overhead (Provide detailed information)
General and Administrative (¢ Applicable)(Provide detailed information)
S
TOTAL INDIRECT COST ‘ M
TOTAL ALLOWABLE BUDGET S

Per 2 C.F.R. § 200.400 (g) The non-Federal entity may not earn or keep any profit resulting from Federal
financial assistance, unless explicitly authorized by the terms and conditions of the Federal award. See also
§200.307 Program income

NOTE: All costs approved on this budget must meet the tests of ity, r bl Howability, and allocability
in accordance with applicable cost principles applicable to this award. All costs charged to this project are
subject to audit. Recipients are responsible to insure proper management and financial accountability of federal
{funds to preclude future costs disallowances. All categories must be supperted by narrative justification,
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SBA Form 1223, Approval List

| 809,

Re.

i,

o

s,

U.5. Small Business Administration

ST NUMBER

 APPROPRIATION NUMBER

e o
e APPROVALLIST
[ y 3B and bis frher don of authorsy, he ol ot asards, are spproved
TRANGACTION RANT OR INSTITUTION GRANTEE GR PROJECT PERIOD APPROVED 1 Ko oF
NUMBER | AWARDNUMBER cobE RECIENT OFAWARD  |Frow ] THROUGH | oL cvion |PAYMENTS
ABBROVA RECOMMENDES FONBE AVRTLAGLE RPPRGVED

| FINANCIAL MANAGEMENT OFFICIAL

SBA Farts 1223 (0808

Effective Date: 08/26/2019
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Appendix 9
Standard Form 424A, Budget Information - Non-Construction Programs

Ty FETRA WG F ERGEIRG
Letep MBYE WREY B DD

dend 18307 0§ 4

WY UORD Y WA

Wm.c % wm Guou wesbosd "2
i o
fead] ¢ wn 2 e {lo pow 19 jo wins} §TYLOL %
o setpyg e 1
o ] wo 400 GGG {ugeg o uns) iyl e 11101 1
e HARG Y
wo uogangsuen 6
gy [P0
[reg] s8Y00ng "2
o0 wisudinky
[ OABIL D
oo sigeusy sl g
e g & g s UGS 8
BF €] (3] @ )
s R DV 5 NOR ORI HPuE g LD seuchoie) 520 Reko Y
e P auG & ore 4 [ 2] g GO BRIEL
GO0 ¥
i3] ¢
e 4
9GC s 5 g 3| HuRIY BAET] ¥umig SAREY L]
[ (0] B 2] €] ] 2]
e i h i Bl I 4 [P R feupp.y FES O Fpnprg 36
SUEBIEY HBHLO UoRIuny
bpng pesinay 10 AN spund peeBiooun prlewssy \iepe 4 10 Bomes wifinng JUBID
OIS OH R SO SWRIL0 4 UOHINASUOD-UON - NOLLYWHOANT 139004

Page 68

Effective Date: 08/26/2019



104

SOP 90 84

 #Bvq {26-1 A9H) wery Wiivy piETS

dey 18901 104 pezpoyiny

BpTESY £7
o0 $ 00T 8§ ¢ (511 9euj6 wis) WIOL 'R
6
gt
L
$ s 3 gt
iG] (8] BT plEeg (3] [EZFIC)
(8Ie8A] SOOI SNIONNE FY0N: . ___ wesfiold Jueig (€)
U 1oarodd SHI 40 ONYIVE HO4 50N SONNY W03 40 SELYWIHST 130ana - INoILes .
000 wn slooe ¢l oo slooe (1 pue £f S8 0 4n8) TYLOL SE
[kl {ERpaLuoN vt
$ ¢ b espe3 55
N Wy ] SR i sty sy Eere
S I HEYO 0316VORNOS-ONoNDas :
oG i) gl oG Y {14 S 20 NS} L0428
oo'e i
000 o
[ 2 "
00 3 3 H 8
SWL0L () SEUNCY JAR0 B aeyg (o) ety (a) et Juicy (8}
R o i AU SO ETHON - DHOIDES T T

Page 69

Effective Date: 08/26/2019



105

SOP 90 84

THIS PAGE INTENTIALLY LEFT BLANK

Effective Date: 08/26/2019 Page 70



106

Appendix 10

SBA Form 1222, Notice of Award

OMS Approval No , 22450140
Expravon Data G003
U SmatBusiness Admiristation NOTICE OF AWARD
1. RUTHONIZATION (LeguaknRegrtn) 2. GrantiCoaphralive Agresment Ho.
3, RECIPIGHT. (aioe, ORERZI0TA! UL, ARTERS) 4 PROJECT PERIOD (Ualiy} s
From hrougn
5, BUDGET PERIOD (Ma/Dey'vr} BOLGY

Feom Teough

%, FEDERAL GATALOG NO, 7. ADNRNISTRATIVE CODES

. THTLE OF PROJECTIFRCSRAM (010 53 spares)

2 AWARD AMOUNT
Amont of S84 Finane:d Assistance

10 DIRECTOR OF PROJEGT (Frogram e Cenfer Dy,
ConaTmator oF PRt Ty

1t RECOMMENDED FUTURE SUPPORT (Suyeq B e 3:atatiy of
RACS BAOSIATH) KOFER L DY

HAME
tant Fat st | SUDGET TOTAL BUDGET TOTAL
YEAR RELT COST YEAR DIRECT COST
DDRESS
& .
12 Approved Budget Ny S Dinct Asslsance) 18 Bemarka {Cner Terms § Condnons Azxned] = [
[TJema ronae [jrecepromet o ntoting st o St
oty aartaipation.
ek Rerredery
o

Share 14, THIS AWARD 1§ SUBJECT TO THE FOLLOWING COST PRINCIRLES

D 2CFR PRt - Cost Procgies for Eautatons IR asons

7] 20PR Part 225 - Cost Prescetes for Ststa 33 Loed Govertiments
{77 2 Pat 230 - Cost Procutes for Non-Proft Organcaatacs

(] ARSubg 212 Proaples frDeming Cost Appiatie o
vy vehh For-Profit Crgansions

D 12CF R Part 143 - Undomm Adminstrabve Requvements for Grants
Stve and L

(Retey. %I 8 & WITADT D d Higher 5 “;N

ROTHRRARPL.OORTY L ____ ‘céher Non-Profit Crgan-zaions.

1 TOTAL APPROVED BUOGET OME Circudar- A « 133 Audis of Staes, Local Goverreents, and
otser MnvProft Orgs.

cost
eutjsctfo agjustmant in ¥ccoriancs with BBA poticy

15 THIS AWARD 18 SUBJECT 70 THE TERMS AND CONDIIONA UM THE REVERSE SDE

5 CRS BN 7 COLNTY SAVE 18 CONGRESSIONAL
DTRICTRO
5 Gy 00 | [ESTRTECORE [l
DOCURERT O 1 AMT ACTION FiN, ARSY, TYPE OF ORGANZATION

BUDGET CODE T
i

21 ACENCY OFFICIAL (3pnse, Mire & g}

2 OATESUUED (o apvr)

(23 RECIMENT DERCIAL (S, Asteo 22 TR}

26 DATE i iidd

SBA FORM: (22216-07) Provass SRS GoiRIE
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Appendix 11
OGM Payment Checklist

Award No.

Recipient Name
Period of Performance
Request Dated
Program Office
Funding Opportunity
Announcement No.

Directions:

Request for payment processing shall not occur unless all of the following documents are
included in the invoice package. Check the payment request supporting documentation for each
item below. If additional documents are required by the Notice of Funding Opportunity, include
the items on the second page of this checklist.

Key

v = Included

X = Not included

N/A = Not Applicable

7] Payment Request Supporting Documentation — includes the following:
[} Approval Memo Signed by GOTR
] SF- 270, Request for Advance or Reimbursement
[ Detailed Expenditures Worksheet with written narrative of expenses
[7] SF-PPR, Performance Progress Report
[} SF- 425, Federal Financial Report
[7] For initial award payment, counter-signed NOA

Printed Name, GMS Signature Date
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Appendix 12
OGM Closeout Checklist

Award No.

Requisition No.

Program Office

Recipient Name

Recipient Address

Project Period Budget Period

bate Received by

Yes No GMO

Fina] SF-4235, Federal
Financial Report

Final SF-PPR, Performance
Progress Report

Audit ($750,000 or more)

Appeal & Settlement

Equipment Accountability

Final Inventory Statement

Acknowledgement Email for
De-obligation of Unused
Funds (if applicable)

Yes Ne N/A

Check unobligated balance of award as repotted by
recipient and Oracle to see that it corresponds
accurately.

Counter-signed versions of all modifications

The GMO prepares written notice to
GOTR/recipient/PRISM file (prepares SF30
Modification) for de-obligation of unused funds.

Prepare email to SCORE specifying equipment
disposition option to be used by SCORE (if applicable).

Closed in PRISM

Closed in Oracle

1f necessary, use other Remarks for exceptions not addressed above:
Other Remarks:

1 certify all the above actions have been completed and the file may be officially closed.

Printed Name, GMS Signature Date
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Grants De-obligation Request
Date:
Grantee:
Please de-obligate the remaining funds in the amount of $ for
award number SBAHG- under requisition/award number

THE AWARD IS NOW CLOSED IN PRISM.
ORACLE SHOWS A BALANCE REMAINING OF $
{Final Payment was madg)

What kind of Award

Name
Grants Management Officer

Effective Date: 08/26/2019 Page 76
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Appendix 13
(Paragraph 7-1) Standard Form 270, Request for Advanece or Reimbursement

CMB AFPROVAL NO, PABE oF
0348-0004 | PAGES
REQUEST FOR ADVANCE e or e s PyTey——
OR REIMBURSEMENT ANG REIMBURSE-
;’ws os DA{W € DM?NT s D CASH
PAYRIENT
REQUESTED  [b %" the Rostioanie fox
{See instructions on back) Clemas [ Jparma [CJaccruaL
3. FEDERAL. ABEN BLEMENT TO 4. FEDERAL GRAMT QX OTHER £ PARTIAL PAYMENT REQUEST
AWHISH THIZ REPONT 13 SUBMITTED IBENTIFYING HUMBER ADTGNED NUMBER FOR THI2 RECRIEDT
BY SEDERAL AGENSY
5. ENFLOYER DERTIFGATION 7 RECIMENTE ADCOUNT NUMBER £ FERION COVERED BY THIS REQUEST
NUMEBER o FROM (o, oy, 505 TO (masm, a3y, yeart
8 RECSIENT ORBANZATION 1D BAYSE (Whe'e CAECK IS to be Sent I aitterent t1an fom ¢)
Name: Name:
Nurrber Number
and Street: and Streef
Ciy, State City, State
and ZIP Gode* and ZIP Goder
11 COMPUTATION OF AMOUNT OF REIMBURSEMENTS/ADVANCES REQUESTED
=} {0y (o}
PROGRAMB/FUNCTIONGIACTIVITIES TOTAL
a. Totyl program JAE or T
otlays to date $ $ $ $
b, Legn: C ive program income:
©. Net program cutlays {Line & minus
fne bl
d. Estimated net cash cutlays for advanse
period
e Tolal Sumoffrecc b al
1. Non-Federat share of amount on line e
¢. Federg] share of amourd online e
h. Federal payments previously requested
1. Federal shate now requasted (line g
e fne &)
} Amances required by
raort, whten raquestes 15t month
by Fedesa)  grantor
agenty for use It Znd month
rakng
agvancas 3rd month N X . .
12 ALTERNATE COMPUTATION FOR ADVANCES ONLY
a. Estimated Federaf cash ouliays that will be made during period covered by the advance e 3
b Lezer Estimated balance of Federa! cash on hand as of beginring of advance perdod
& Arnount requested {Line 3 miiuz Sne by g
AUTHORIZED FOR LOCAL REFRODUCTION {Confinued on Reverpe} OTANSMAND FORM 210 (Rev, 797)

Prescnbed by OMB Ciroulars A-102 and A-130
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13 CERTIFICATION

o &

1 cartiy that to the best of my knowledge
and belef the dala on the reverse are
correct and that a3 owtfays were made

DATE REQUEST
CUBHITTER

accordance wih the grant cordiions of [TYPED GR PRINTED MAME AND THLE
other agreement and that payment is due
and has ned been previously requested.

TELEPHONE |AREA
CODE, NUNBER,
EXTENTIONG

This space R ageney use

fublic reparing burden for this

resporse, including ame for reviewing xmimcbons mmng exising data sources, g:memg ared
mgintairng the data needed, and ing ang rev

o average 60 minutes per

g the collecton of i

Send
comments regarding the burden astimale or ary other aspec: of this codlection of information,
induding suggesions for reducing this burden, to the Office of Management and Budget,
Paperwork Redustion Project {D348-0004}, Washington, DXC 20503,

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT
AND BUDGET. SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

INSTRUCTIONS

Please fype or print legibly. ttems 1, 3, 5,8, 16, 11e, 111, 11g, 11i, 12 and 13 are self-exptanatory; specific

inatructions for other items are as follows:

Rem Eniry frem Enlry
2 indicate whether request is prepared on cash or accrued 85 many sdditional forms as needed and indicate page
expenditre basis. Anh requests for asdvances shalt be number in space provided in upper nght tmwever, the
prepared on a cash basis. summary totais of all progl or i
should be shown inthe "total“ eolumn on ihe first page.
4 Enter the Federal grant number, or other identifying number
assigned by the Federa! spensoring agency If the advance
or reimbursement is for more than one grant or other 11a Enter in "as of date,” the month, day, end year of the

agreement, insart N/8; then, show the aggregate amounts.
On a seporate shest, fist sach grom or agreement number
and the Federal share of cutlays made against the grant or
agresment

6§ Enter the employer identification number assignad by the
U.S. Intemal Revenue Service, or the FICE (institution)
eode if requested by the Federal agency.

7 This space 15 reserved for an acceunt number or other
identifying number that may be assigned by ihe recipient.

8 Enter the month, day, and year for the beginning and
ending of the period covered in this request. Hf the request
is for an advance or for both an advance and
reimburaement, show the period that the advance will
vover. if the request is for reimbursement, show the perod
for which the reimbursement i requested

Nete: The Federal sponsoring agencies have the opfion of
requiring recipients to complete ttems 11 or 12, but not
both. item 12 should be used when only a minimwum
amount of information is needed to make an advance and
outlay information contained in tem 11 can be obiained in
a timely manner from other reports.

11 The purpose of the vertical columns (3}, (). and (Q)is to
provide space for separste cost breskdoans when 8
project has been planned and budgeted by program,
function, of activity, If additional columns are needed,use

11b

ending of the accounting penod to which this amount
applies. Enter program outlays to dale {net of refunds,
rebates, and discounts), in the approprizie columns. For
ragquests prepared on & cash basis, cutiays are the sum of
actual cash disbursements for goods and services, the
amount of indirect expenses charged, the value of in- kind
contributions applied, and the amount of cash advances
ang made 10 suke and o
For requesta prepared on an accrued expenditure bauls
cullays are the sum of the actual cash disbursements, the
amount of indirect expenses incurred, and the net increase
{or decrease} in the amounis owed by the recpient for
goods and cother properly received and for services
performed by employees, contracts, subgrantees and
other payees.

Enter the cunmulative cash income recewved to date,
requests are prepared on a cash basis. For requests
prepared on an accrued expenditure basis, enter the
cumulaive income eamed to date, Under either basis,
enter only the amount applicable to program income that
was required to be used for the project or program by the
tems of the grant or other agreement.

11d Only when making s for ad P s, enter

the iotal estimated amount of cash outlays that will be
nmade during the peried covered by the advance.

13 Complete the certification before submitting this request.

STANDARD FORM 270 {REV 7571 Back

Effective Date: 08/26/2019
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Appendix 14
Detailed Expenditures Worksheet

AWARD NO.: SBAHQ- PERIOD COVERED: through

SUBMIT WITH EACH SF-270 AND FINAL SF-425

{IF ADDITIONAL SPACE IS NEEDED FOR ANY CATEGORY, ATTACH SHEET.)}

ONLY ACTUAL ALLOWED — NO ESTIMATED COST ALLOWED FOR EITHER FORM

(Select one block only)

ALL COSTS MUST BE IN THE APPROVED BUDGET. NO RETROACTIVE EXPENSES SHALL BE APPROVED
AWARD RECIPIENTS MAY NOT INCUR COSTS IN A NON-APPROVED COST CATEGORY.

Personal Services - List all Key Personne! on page 3
Provide ali position titles charged to the grant due to
services/work on the grant  Show the annual salary rate
and the percentage of time actually devoted to the project
Compensation paid for employees engaged in grant
activities may not be more than that paid by SCORE to
other employees i comparable positions or, if SCORE has
no comparable positions, the rate may not be more than
that pard for such services elsewhere in the similar

arganizations providing like services
Fringe Benefits - Fringe benefits are to be hsted
separately and should be based on actual known costs or a
percentage required by law (e g FICA, Medicare, etc )
Fringe benefits are for the personnel listed i Personal
Services category and only for the percentage of tme
devoted to the project Fringe benefits on overtime hours
are irmited to FICA, Workman's Compensation, and
Unemployment Compensation

Travel - Identify the traveler, location, purpose and
computation of travel {e g , six people to 3~day traimng at
$X lodgmg, $X subsistence) Indicate source of Travel
Policies applied {Applicant or Federal Travel Regulations)
NOTE Per diem and/er meals - pot allowed for local
travel
Equip £ ~ List nonw stems that are to be
purchased N pendabl 13 tangible
property having a useful life of more than two years and an
acquisition cost of $5,000 or more per umit, (Note
Orgamzation's own captalization policy must be used to
hish the threshold of from supplies if
below $5,000 threshold) Expendable tems should be
ncluded either in the "Supplies” category or the "Other”
category Appheants should analyze the cost benefits of
purchasing versus leasmg equipment, especially igh cost
1tems and those subject to rapid technical advances
Rented or leased equipment costs should be hsted in the
"Contractual” category. Explamn how the equipment is
necessary for the success of the project and s proper
allocation due to cost benefits to grant  Provide
procurement method used.
Supplies - List stems by type {office supphes, postage,
traming matenals, copying paper, and expendable
equpment iems costing less than $5,000, such as books,
hand held tape recorders) and show the basis for
computation Generally, supphes include any matersals
that are expendable or consumed during the course of the
project. (Note Organization's own capttalization
threshold must be used to establish the threshold of
equpment from supplies 1f betow §5,000 threshold).

okl
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Contractual ~ INCLUDES CONSULTANTS) -
Indicate written Procurement Policy are followed and
compliant with muftiple citations withn 2 CF R 200
Provide contractor's company or person name and a
description of the product or service 1o be procured by the
contract and an estumate of the cost  Appheants are
required to promote free and open competition n awarding
contracts. A separate Justification must be provided for
sole source contracts over $25,000.00, For each consultant
enter the name, service provided, hourly or daily fee (8-
hour day), and time charged to the project or goods
produced When pernutted by statute, any subawards of
any size, as defined by 2 CF R 200 92, shall be entered
under contractual and foliow all aspects of 2 CF R _200

Other ~ List tems (e.g, rent, reproduction, telephone,
Jamitorial or security services, etc ) by major type and the
basts of the computation For example, provide the square
footage and the cost per square foot for rent, or provide a
monthly rental cost and how many months to rent Ensure
that “other” costs placed 1 this obyect class are not already

pard through mdirsct costs

TOTAL DIRECT COST

-2

Overhead (Give detailed information.
consistent with agpmved budget }

Must be

General and Administrative (Give detailed
information. Note: Must be consistent with approved
budget )

TOTAL INDIRECT COST

TOTAL EXPENDITQRES | ! 1

NOTE:  All categories must be supported by narrative justification  Alf charges to Indirect Costs shall be supported by an approved indirect
cost rate agreement If additional space 1s required, attach separate sheet  This form must also be submutted with the final SF-426, Financial
Status Report (SF-423) at the end of each budget year indicating the actual exp Any non-Federal entity that has never
received a negotiated indirect cost rate, except for those non-Federal entitres described in Appendix V11 to Part 200——States and Local
Govemnment and Indian Tribe Indirect Cost Proposals, paragraph D 1 b, may elect to charge a de minimis rate of 10% of modified total drect
costs (MTDC) which may be used indefinrtely. As described i §200.403 Factors affecting allowability of costs, costs must be consistently
charged as exther indirect or direct costs, but may not be double charged or inconsistently charged as both If chosen, this methodology once
elected must be used conststently for all Federal awards ungil such time as a non-Federal entity chooses to negotiate for a rate, which the non-
Federal entity may apply to do at any time

Per2CFR § 200 400 (g) The non-Federal entity may not earn or keep any profit resulting from Federal financial assistance, unless explicrtly
authorized by the terms and condstions of the Federal award See also §200 307 Program income

NOTE. Al costs approved on this budget must meet the tests of bl H . and allocability m accordance with
ppl cost p pplicable to ths award, as specified throughout 2 < F R 200 All costs charged to this project are subject 1o audt
Recxpxsms are responslb!c 10 1nsure proper and financial ity of federal funds to preclude future costs disallowances All

categories must be supported by narrative justification

Effective Date: 08/26/2019 Page 81
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Enter in Column 1 the annual (12 months) salary rate for each key positron referred to in the narrative, which will be filled
for all or any part of the year by an mncumbent working on the project  This rate may not be more than that paid by SCORE

4

to other emp in

or, if SCORE has no comparable positians, the rate may not be more than that

pad for such services elsewhere m the community. All entries must be able to be supported by the distribution of the
employee's salary or wages among spectfic activities or cost objectives if the employee works on more than one Federal
award or non-federal funding source. Salaries and wages of employees used in meeting cost sharing or matching
requirements on Federal awards must be supported in the same manner as salaries and wages claimed for reimbursement

from Federal awards,

Enter 1 column the number of months the posttion will be filled by an incumbent working on the project

Enter m Column 3 the percent of time or effort the incumbent will devote to the project during the number of months

shown 1n Column 2

Enter in Column 4 the total amount required, as computed from the mformation shown in Columns 1 through 3 Use the

following formats

Annual Salary x (Co/. 1) No_of Months {Co/. 2} x Percent of Effort (Col. 3) = Total Amount Required {Col 4)
2

EXAMPLES:
PERSONNEL
NAME ANNUAL NO. % TOTAL
SALARY MOs TIME AMOUNT
RATE BUDG REQUIRED
() @) @) @)
Full-Time employee of mstitution working 60% tme
on project. $24,000 3 60% $3,600
John Doe, Secretary {ng. of mos.
reflected here
Caleulation should be same
as period
covering this
request)

2, Fringe Benefits

Enter i the parenthesis the fringe benefit rate app

pl

3 No Option for Salary Detail Submission

All salary rates and amounts requested for individuals must be made available to SBA review

Effective Date: 08/26/2019

of the organ

% tion Fringe benefits are to be listed
separately and should be based on actual known costs or an estabhshed formula  Fringe benefits are for the personnel
listed in Personal Services category and only for the percentage of time devoted to the project In Colurmn 4, enter the
amount determined by applying the rate to the total of the salaries i Column 4 to which the rate applies.
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Supplement to Detailed Actual Expenditure for Reporting Period
Personal Services
ANNUAL NUM. OF % TOTAL
SALARY MONTHS TIM FEDERAL &
NAME AND RATE BUDGETED NON-FEDERAL
POSITION TITLE AMOUNT
REQUIRED
(1 &) 3) 4

(Always list ecach employee’s position, title, annuat
salary rate (based on FTE), number of months worked
within reporting period, percentage of time worked and
amount to be paid from the approved budget.)

FRINGE BENEFITS (Rate % )

CATEGORY TITLE

Effective Date: 08/26/2019
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Standard Form Performance Progress Report

PERFORMANCE PROGRESS REPORT

$F-PPR

Fage of

1.Federat Agency and Organization Slement o
‘Which Repont is Submitted

2. Federal Grant or Other identifying
Mumber Assigned by Federal Agancy

Pages
3. DUNS Number

3b £

4. Recipient Organization {(Hame and complete address including rip code}

5 Recipient [denifying Number
of Ancaunt blusiber

8. ProjectGrant Patiod
Start Date? (ot Ciay, Year

End Date: fidoeth, Doy, Year)

7. Reporling Period End Dale
(Ao, Day; Yeut}

& Final Report? [ Yes
!

& Repart Fraquency
(1 semiannuat
] other

3 anoual

{attach

narative as insiructed by the awarding Federal Agency}

124, Typed or Printed Name and Title of Authorized Centitying Official 1

Telephone farea code, number and
extension)

12 Emall Address

120, Signature of Authorized Cerlifying Official

Effective Date: 08/26/2019

PPR, Page 1

T2e. Date Report Submitiad f&onth, Day,
Yesrh

OMB Approval Nurber: 00700334
Expiraton Date 73072000

SOP 90 84
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Standard Form 425, Federal Financial Report

FEDERAL FINANCIAL REPORT

SOP 90 84

e

Tip ey

D e

T rapert meiste gras wte PR Aachiin

< Beeni-Aonual
1 Finad

Sy

5 Frasorbrag e Eral On

1. Transactions

(ise Bnes a-o for single or nxaliple grant repartingd

aing use PR

a4 T

u, Do

I, Frdorst shvyen of

e g it o ol 81

sk e o rves )

i Teml

e

25 Sy ot o e 51

. Pt By, [Fariod T

} Fodany 5

I
1

Papaneoss Buscion Stsisment
2 aimuneR, > » ™
® VTR 5.8 DGR RS RO, TN 670 FOr SRS FETLENG,
. ¢ : - et bn
gt . o ot . Washingio, DY Q0888

Effective Date: 08/26/2019
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Appendix 17
Acronyms

Ed]l‘ :Léhgu‘age of A¢roh3fm -

Acronym

AOR Authorized Organizational Representative
CFR Code of Federal Regulations

CFDA Catalog of Federal Domestic Assistance
DUNS Data Universal Numbering System
SF-425 Federal Financial Report

GMO Grants Management Officer

GMS Grants Management Specialist

GOTR Grant Officer’s Technical Representative
NoA Notice of Award

0GC Office of General Counsel

OGM Office of Grant Management

OMB Office of Management and Budget
NOFO Notice of Funding Opportunity

SE-270 Request for Advance & Reimbursement
SAM System for Award Management

SBA Small Business Administration

SDO Suspension and Debarring Official

SF Standard Form

SE-PPR Standard Form Performance Progress Report
SOp Standard Operating Procedure

U.s. United States

Usc United States Code

Effective Date: 08/26/2019 Page 89
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Appendix 18
SBA Administrative Capability Questionnaire (Self Certification Form) For State and
Local Governments and Non-Profit Organizations

OVERVIEW

States, local governments, and non-profit organizations that receive Small Business
Administration (SBA) financial assistance funds are subject to the administrative and financial
standards set forth in the relevant Code of Federal Regulation (CFR) sections and Office of
Management and Budget (OMB) Circulars. The CFR sections and OMB Circulars that apply
specifically to State, local government, and non-profit organization recipients of Federal grant
funds are 2 CFR 200.302 and 2 CFR 200.500-520, Subpart F.

PURPOSE

The purpose of this questionnaire is to provide States, local governments, and non-profit
organizations seeking SBA grant funds with a tool to assess their ability to successfully manage
Federal grant funds against administrative and financial standards. If an organization’s policies
and procedures do not fully comply with the requirements in the questionnaire, then the
organization may need revised or new policies in order to comply with Federal financial
management standards.

SUBMISSION INSTRUCTIONS
Complete and sign the questionnaire and include it as part of the organization’s application for
SBA grant funds.

on
Legal name of your organization associated with the Dun
L. and Bradstreet Data Universal Numbering System
(DUNS) Number
DUNS Number
Address associated with your DUNS Number

B

Employer Identification Number (EIN)

Congressional District

Organization Phone Number

If applicable, please list any affiliated organizations that
may influence actions related to the grant

Name of the primary application point of contact (POC)
for the gran(s)

8 POC Phone Number

10. | POC E-mail Address-

B el Bl Pt Mg

ke
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Is your organization in compliance with applicable Anti-
Lobbying Policies included in Lobbying Form GG and, if
applicable, the SF-LLL Disclosure of Lobbying
Activities?

Have any key personnel listed in the application for your

2. | organization been debaried or suspended from
participation in Federal assistance programs?
Does your organization have any findings related to

3 violations of the Civil Rights Act, Age Discrimination

Act, Americans with Disabilities Act, and other civil
rights laws?

Does your organization maintain a Drug-Free Workplace
4. | per the SBA Financial Assistance Agreement General
Provisions and Assurances?

Uit
1. | Is your accounting system accrual based or cash based?
2 Is your accounting system manual, automated, or a
" | combination?
3 Has an audit been performed on the organization’s
~ | financial statement?
4 What was the audit opinion?

If your organization has expended more than $750,000 in
5. Federal grant funds within the last year, has Single Audit
been performed?

If yes, were there any major findings?

6.
7 In no, please explain why an audit was not performed.

If your organization was subject to any other audits in the
8 tast two years (e.g., Office of Inspector General (OIG),

Programmatic, or State) please describe whether or not
there were audit findings.

Effective Date: 08/26/2019 Page 92
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t
Does your organization provide procedures for
determining the reasonableness, allocability and
allowability of costs in accordance with the applicable
cost principles?

Fiﬁancxal Ma g

£

Does your organization provide for effective control and
2. accountability for all grant cash, real and personal
property, and other assets {2 C.F.R. § 200,302 (a-b)?
Does your organization provide accurate, current, and
complete disclosure of the financial results of the

3. financially assisted activities required by the financial
reporting requirements of the grant? 2 CFR. §
200.327)?

Does your organization permit preparation of reports

4. required by the applicable statutes and regulations? [2
C.F.R, §200.112/2 C.F.R. §200.62 (a-b)]?

Does your organization permit the documentation of
funds to a level of expenditure adequate to establish
5. | that funds have not been expended in violation of
applicable statutes(2 C.F.R. § 200.302 (a-b)?

Does your organization contain information
pertaining to grant awards and authorizations,
obligations, unobligated balances, assets, liabilities,
6 expenditures, and income sufficient to identify the

| source and application of funds provided for
financially-assisted activities (2 C.F.R. § 200.302 (a-
b)?

Does your organization have an approved indirect
cost rate with the Federal Government that covers
7. | the entire proposed period of performance for the
grant application?

Procurement Standards

When procuring property, including equipment and
services under grants, does your organization’s contract
administration system thoroughly document and

1L inventory all equipment purchased with grant funds? [2
C.F.R. §200.313 (d) (1-2)]

Effective Date: 08/26/2019 Page 93
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Does your organization provide controls to ensure
safeguards against loss, damage, or theft of the property?
[2CF.R.§200.313 (d) (3)]?

Does your organization provide adequate maintenance of
the property? {2 C.F.R. § 200313 (&) (D)7

Does your organization follow written procurement
procedures which (1) avoid unnecessary purchases; (2)
provide an analysis of lease and purchase alternatives;
and (3) provide a process for soliciting goods and services
that maximizes competition to obtain good value? [2
C.F.R. §200.320]?

Does your organization define equipment as property that
is non-expendable, tangible personal property having a
useful life of more than one year and is an acquisitien
cost valued at $5,000 or the lesser of the capitalization
level established by the State or local government? {2
CF.R. §20033]7

Personnel

Does your organization maintain written standards of
conduct governing the performance of employees
engaged in the award and administration of contracts [2
C.F.R. §200.112/2 CF.R. § 200.62 (a-b)]?

Does your organization maintain a personne! system
which provides for full compliance with and ability to
support on the activities of each employee whose
compensation is charged to an assistance agreement?
(2 CF.R. §200431)

Are your organization’s fringe benefits applied
reasonably and consistently to all grants and identified by
individual employee or allotted by a fringe benefit rate?
(2 CF.R.200.431)

Sub-Award System

1.

Does your organization’s sub-award administration
system meet Federal requirements? (2 C.F.R. §§ 200.500-
520 — Subpart F)

Does your organization maintain written procedures
outlining sub-recipient responsibilities and include:

1} clauses required by Federal statute and EO’s and their
implementing regulations, and; 2) written provisions for
compliance by a Pass-Through Agency (PTA) (as defined
in2 CF.R. §200.74) with 2 CF.R. § 200.331 and all
references to PTAs throughout 2 C.F.R. 2007

Effective Date: 08/26/2019
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PART V - CERTIFICATION AND SUBMISSION

CERTIFICATION OF APPLICANT'S AUTHORIZED REPRESENTATIVE (REQUIRED):

1 certify that the statements I have made on this form and all attachments thereto are true, accurate, and
complete. I acknowledge that any knowingly false or misleading statement may be punishable by fine or
imprisonment or both under applicable law.

Name

Title

Signature

Date

Effective Date: 08/26/2019 Page 95



131

SOP 90 84

Appendix 19
Procurement Approval

U.S. Small Business Administration
Office of Entrepreneurship Education (OEE)

Request for Noncompetitive Procurement (Sole Source) Approval
Complete and submit this form to request prior approval for a noncompetitive, sole source proposal. Limit one

proposal per form. Completion and submission ofthis form satisfies the requirement in 2 CFR200.

Name of Program Office:

Name of Grantee:

1. Describe the proposal, and justify the rationale for making it noncompetitive.

TEXT

2. How many vendors have been contacted for price quotes that led you to determine that there is
only a sole source? TEXT

List the vendors contacted:

TEXT

Name and Title of Authorized Official:
Signature of Authorized Official and Date:

‘This form must be signed by the authorized official.

Email this signed form to the Program Office official.

Qo Request for prior written approvalis approved as requested.

o Request for prior written approval is approved with the following changes:
TEXT

o Request for prior written approvalis denied.

Signature of Program Office and Date:

Effective Date: 08/26/2019 Page 96
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U.S. Small Business Administration
Office of Entrepreneurship Education (OFE)

Request for Competitive Procurement Approval
Complete and submit this form to request prior approval for a competitive procurement. Limit one proposal per

form. Completion and submission ofthis form satisfies the requirement in 2 CFR200.

Name of Program Office:

Name of Grantee:

1. Describe the proposed competitive procurement.
TEXT

2. Secure price quotes from three vendors? TEXE
List the three vendors contacted and provide the price quote information.
TERE

3. Provide a rational for why the grantee did not select the lowest price quote. Additional
information may be attached. Additional information may be requested by SBA

Name and Title of Authorized Official:

Signature of Authorized Official and Date:

This form must be signed by the authorized official.

Email this signed form to the Program Office official.

] Request for prior written approval is approved as requested.

[u] Request for prior written approval is approved with the following changes:
i g

jnl Request for prior written approvalis denied.

Signature of Program Office and Date:

Effective Date: 08/26/2019 Page 97
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SMALL BUSINESS ADMINISTRATION
STANDARD OPERATING PROCEDURES

SUBJECT: S.0.P, REV

Standard Operating SECTION NO.

Procedures 60 16 1
INTRODUCTION

1. Purpose. To provide standard and uniform guidance to the OSBDC staff in performing
their administrative, programmatic and financial oversight responsibilities for the SBDC
Program.

2. Personnel Concerned. All OSBDC employees.
3. Directives Cancelled, 60.15

4. Originator. Office Small Business Development Centers

AUTHORIZED BY: EFFECTIVE DATE

September 29, 2017

Associate Administrator/Smalf Business Development Centers PAGE

2

SBA Form 989 (5-90) Ref S0P 0023

o~
etetResiog togrm $agh et o st P

Effective Date: September 29, 2017
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TABLE OF CONTENTS
MISSION STAEEMENT. co.cvitticicirt i ettt et sb s s bbb nmse e r ot snne 10
Chapter |
INOAUCHION 1ot s A b s 11
A, What is the purpose of this Standard Operating Procedure (SOP)?....cccvrciilivnnnn 11
B.  How is OSBDC 0rganized? ... iseerssssimssneiasssasesssses i1
C.  What are some key terms used in OSBDC?....iccniininiinesci i 11
D.  Roles and Responsibilities .....vcveiecmiornneiierimecmnssecseseronscsmsmsesierosmeeesesasses 15
Chapter 2
The SBIDC PrOZIAM vt it e ses s sestene s s saessssasse st coonasbsssesssseossiese 17
A, What is the SBDC Program?....c.uveinoninm s 17

What is the National SBDC Advisory Board’s responsibility to the SBDC Program?. 19
What are the responsibilities of the National SBDC Advisory Board’s Designated Federal

B.  What is the authority for the SBDC Program?.....ccovvciviinecniinnins

C.  What is the purpose of the SBDC Program?.

D, Whatis an SBDC? it

E.  What types of entities currently operate an SBDC Network?......cocrmnriimsiisncinvinies 18
F.  Whatis an SBDC NEtWOTK? coovvuicrienriimrimmimersinnirciississossiossssssessssssssssssssssssnes 18
G.  What is the Partnership between SBA and the SBDCs (j.e., Substantial Ifwolvement)?lS
H.  What policy documents and guidelines apply to the SBDC Program?......cccccvvivirinnnn. 18
L Who administers the SBDC Program?....c..cviviiiiiiminsns s 19
1. What is the National SBDC Advisory Board? ... 19
K.

L.

OffICEr (DFO)?.cvriiiceriresieriestinseeseversissesssessesssses e besscssenersssasesensrsrscsssissesssssorasesesoss 19
M.  Isthere any other OSBDC staff that works closely with the National SBDC Advisory
BOAIAZ o1t ettt e e R b e b e s R s e 20
N.
0.
P.
Q.
R.
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8. Does OSBDC administer any disaster awards?......coocoveenininiennccmerernnesennes 21
T.  How is funding allocated for disaster awards?.......c.coeceineiiininiciiinnsesns 22

Chapter 3

The Program Announcement (PA) ... crcncicreesennorecsessieenscscssensonesmrssssesess 22
A, Whatis the PAZ. i st sessssessis s asasesseseserens 22
B.  What type of Award Instrument does OSBDC use? ..o 22
C.  Whatis a Letter of Intent (LOD7 wovniiniiici s resceseassonssssesessesns 22
D, Whatis a Letter of Intent 1o RENEW? ..o snsesions 22

Chapter 4

APPHEAtION REVIEW c1vvvvriiciiiisniiiniins it i sessessesesesssss s sasss s sssssersesssassesessosasonss 24
AL OVBIVIBW ot iescies st s ess o bbb b e e ek 24
B.  What is the first step in the Application review process? ... 24
C.  Isthere a detailed Programmatic Review and Assessment of Applications? .......cc...... 24
D.  Isadetailed financial review of the Applications performed?.........

Chapter 5

The Notice 0f AWard (NOA) ..ottt sssesssesssssssesesssasssesesasasvessasesssssssnns 26
A.  What approvals are needed to prepare the NOA? ..ccvvevcvenincnions

B.  What information appears on the NOA?
C.  How do Recipients receive the NOA? ..o

Chapter 6
General Financial Information

Payments
A.  How will payments to the SBDCs be made? .......
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Mission Statement

The mission of the Office of Small Business Development Centers (OSBDC) is to promote
entrepreneurship, small business growth and the U.S. economy by providing the critical funding,
oversight and support needed to the nationwide network of Small Business Development Centers
(SBDCs).
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Chapter 1 Introduction

A. What is the purpose of this Standard Operating Procedure (SOP)?

The purpose of this SOP is to provide standard and uniform guidance to the OSBDC staff in
performing their administrative, programmatic and financial oversight responsibilities. for the SBDC
Program,

This SOP is applicable to all OSBDC Grants and Cooperative Agreements awarded by the U.S.
Small Business Administration (SBA).

B. How is OSBDC organized?

OSBDC consists of the following functional areas: administrative management, program
management, grants management, and operations. The administrative management of OSBDC is the
responsibility of the Associate Administrator, Deputy Associate Administrator, and Director of
Financial Oversight. Program management holds the responsibility for the overall monitoring and
oversight of the SBDC Program award, including compliance with the terms and conditions of the
Cooperative Agreement. Grants management is responsible for reviewing SBDC recipient budgets
and all related fiscal documentation for compliance with applicable Federal and program
requirements, as well as issuing the NOA. Specific functional area responsibility of all OSBDC staff
can be found in this chapter under the heading “Roles and Responsibilities.”

C. What are some key terms used in OSBDC?

1. Applicant/Recipient Organization, A qualified eligible entity applying for or receiving Federal
financial assistance to establish, administer, and operate an SBDC Network under a new or
renewed Cooperative Agreement.

2. Application. The written submission by a new Applicant Organization or an existing Recipient
Organization describing its projected SBDC activities for the upcoming Budget Period and
requesting SBA funds for use in its operations.

3. Area of Service. The State, territory or portion of a State or territory (when there is more than
one SBDC in a State or territory, include a description of the area to be served), or the District of
Columbia in which an Applicant Organization proposes to provide services or in which a
Recipient Organization currently provides services, designated in writing by the Associate
Administrator for SBDCs (AA/SBDC).

4. Authorized Organizational Representative (AOR). The person or persons who may submit
Applications to Grants.gov on behalf of an organization. The AOR also has executorial authority
and is authorized to legally bind the organization.

5. Budget Period. The twelve month period in which an SBDC incurs expenditures and provides
services.

6. Carryover Funds. The unobligated portion of Federal funds from one Budget Period, approved
through a grant/Cooperative Agreement modification for use in the next Budget Period only. The
SBDC Lead Center does not have automatic authority to carryover Federal or Matching Funds
without a written request and approval of the AA/SBDC.

Effective Date: September 29, 2017 i1



145

SOP 60 161

7. Cash Match. Non-Federal direct funds allocated specifically to the performance of the SBDC
project, to the extent that such funds are expended as part of the verified, specific, line item
Direct Costs of the SBDC Program.

8. Client. See the OSBDC Program Announcement (PA).

9. Cognizant Federal Agency. The Federal agency from which a Recipient Organization or a
Sponsoring SBDC Organization receives its largest Federal grant or greatest amount of Federal
funding, and from whom it obtains an Indirect Cost Rate Agreement for budgetary and funding
purposes. This rate is accepted throughout the Federal government.

f=1

. Cooperative Agreement. A legal instrument reflecting the relationship between the United
States Government and a Recipient when the principal purpose of the relationship is to transfer a
thing of value to the Recipient to carry out a public purpose of support or stimulation and
substantial involvement is expected between the awarding agency and the Recipient when
carrying out the activity contemplated in the agreement.

1

. Co-sponsorship. Cooperation with a profit-making concern to provide Training, information,
and education to small business concerns. The SBA shall ensure that:

o the SBA receives appropriate recognition and publicity;

¢ the cooperation does not constifute or imply an endorsement by the SBA of any product or
service of the cosponsor;

* unnecessary promotion of the products or services of the cosponsor is avoided; and
e utilization of any one cosponsor in a marketing area is minimized.

e Further, the SBA shall develop an agreement, executed on behalf of the Agency by an
employee of the Administration in Washington, the District of Columbia, that provides, at a
minimum, that:any printed material to announce the Co-sponsorship or to be distributed at
the cosponsored activity shall be approved in advance by the SBA;

¢ the terms and conditions of the cooperation shall be specified;

e only minimal charges may be imposed on any small business concern to cover the Direct
Costs of providing the assistance;

e the SBA may provide to the Co-sponsorship mailing labels, but must not provide lists of
names and addresses of small business concerns compiled by the SBA;

¢ all printed materials containing the names of both the SBA and the co-sponsor shall include a
prominent disclaimer that the cooperation does not constitute or imply an endorsement by the
SBA of any product or service of the co-sponsor; and

e the SBA shall ensure that it receives appropriate recognition in all Co-sponsorship printed
materials.

This is as defined in and governed by §8(b)(1)(A) of the Small Business Act and SBA’s Standard
Operating Procedures.
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12. Counseling. See the OSBDC PA.

13. Direct Cost. Any cost that can be specifically identified with a particular project, program, or
activity, or that can be directly assigned to such activities relatively easily and with a high degree
of accuracy. Direct Costs include, but are not limited to, salaries, travel, equipment, and supplies
directly benefiting the grant-supported project or activity. See 2 CFR Part 200.413

14, Dispute. Dispute means a program or financial disagreement that the Recipient Organization has

with SBA and that requests be handled according to the Dispute resolution procedures set forth
in 13 CFR Part 130.630.

15. Full-time. An individual or position is considered to be Full-time for the purpose of meeting the
state/regional director requirements when 100% of the time and effort is allocated to the SBDC
grant and other grants providing for management and technical assistance to the small business
community in accordance with the Cooperative Agreement.

16. Grants and Cooperative Agreement Appeals Committee. The SBA committee appointed by
the SBA Administrator that resolves appeals arising from program and financial Disputes
between a Recipient Organization and SBA.

17, Indirect Cost Rate. A tool for determining the proportion of Indirect Costs each program should
bear. It is the ratio (expressed in a percentage) of the Indirect Costs to a Direct Cost base.

18. Indirect Cost Rate Agreement (ICR Agreement). A document that formalizes the negotiated
Indirect Cost Rate.

19. Indirect Costs. The expenses of doing business that are not readily identified with a particular
grant, contract, project function or activity, but are necessary for the general operation of the
organization and the activities it performs, See 2 CFR Part 200.414.

20. In-kind Contributions. See the OSBDC PA.
21. Key Personnel. See the OSBDC PA.

22. Lead SBDC. See the OSBDC PA.

2

el

. Letter of Intent (LLOI). Recipients are provided with a LO! in advance of the submission of the
proposal. The purpose of the LOI is to provide the Recipient with assurance that they will be
receiving funding in the coming year, The LOT also provides the Recipient with a funding level
on which they can prepare their budgets.

24, Letter of Intent to Renew. Assurance provided to the OSBDC that a Recipient Organization
intends to exercise a renewal option for funding for the SBDC Program.

25. Lobbying. There is a broad Federal restriction on all grantees of the Federal government that
prohibits the use of Federally-appropriated funds to lobby Congress or agencies concerning
certain specified Federal actions (31 USC § 1352 (also known as the Byrd Amendment). In
addition, the Office of Management and Budget’s (OMB) Uniform Guidance at 2 CFR Part
200.450 provides that Lobbying activities are generally unallowable costs, and defines
unallowable activities as well as the limited activities that are allowed.

26. Matching Funds. The combined amounts of Cash Match and non-Cash Match proposed for the
Cooperative Agreement or claimed to fulfill matching requirements,
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Notice of Award (NOA). The funding document issued by the SBA to obligate Federal funds,
enabling reimbursement to a Recipient Organization administering an SBDC Cooperative
Agreement.

Overmatch Expenditures. Expenditures of non-Federal cash and use of non-cash resources for
authorized SBDC activities in excess of the statutorily required match.

Preparation Time (hours). See the OSBDC PA.

Program Announcement (PA). The annual publication outlining the terms and conditions that
an applicant or Recipient Organization must address in its initial or renewal Application to apply
for funding.

. Program (or Project) Funds. Sce the OSBDC PA.
Program Income. See the OSBDC PA.
. Project Period. See the OSBDC PA.

Omni-Circular. Refers to 2 CFR Part 200 — Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards.

Recipient Organization. See the OSBDC PA.
SBA Resource Partner. See the OSBDC PA.
SBDC Network. See the OSBDC PA.
Sub-recipient. See the OSDC PA.

SBDC Employee. All persons working at an SBDC who are governed by the terms of the
Cooperative Agreement.

System for Award Management. SAM is the official U.S. Government system that
consolidated the capabilities of CCR/FedReg, ORCA, and EPLS.

. Training. See the OSBDC PA.
. Travel Time. See the OSBDC PA
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D. Roles and Responsibilities

N

National SBDC Advisory Board. Gives counsels and confers with the AA/SBDC on policy
matters pertaining to the operation of the SBDC Program.

Associate Administrator (AA/SBDC). Administers the SBDC Program.
Denver Finance Center. Processes financial transactions for OSBDC.

Director of Financial Oversight. Monitors the payment and reconciliation process, including
random review of PRISM to ensure recipient compliance with statues, regulations, and terms and
conditions of the award.

District Director (DD). Oversees the PO and works with OSBDC in oversight of the SBDC
Networks.

Deputy Associate Administrator (DAA/SBDC). Assists the AA/SBDC in the administration of
the SBDC Program.

Examiner. An SBA employee or contractor responsible to the AA/SBDC for conducting
financial examinations, as required in 21(k){(1) of the Small Business Act (see 13 CFR
§130.810).

Financial Program Analyst. The SBA official responsible for financial internal controls and the
allocation and disbursement of Federal Program Funds.

Grants Management Officer (GMO). The SBA official with delegated authority to obligate
Federal funds by signing the NOA; also referred to as the GMS.

. Grants Management Specialist (GMS). The GMS, like the GMO, is responsible for the

financial aspects of the grants, and is responsible for reviewing grant Applications for
compliance with statues, regulations, rules, and policies and procedures governing the
administration of Federal grants, and Cooperative Agreements.

. Host Institution. A Recipient Organization that enters into a Cooperative Agreement with SBA

to establish and operate an SBDC Network. Also referred to as a Recipient.

. Interim State/Region Director. The individual temporarily assigned by the Recipient

Organization to fulfill the responsibilities of the State/Region Director.,

. Office of General Counsel (OGC). Provides the legal clearance and sufficiency for all OSBDC

grant awards and funding opportunities.

. Program Analyst (PA). Provides administrative support to the AA/SBDC. Also serves as the

back-up to the Program Specialist for processing reimbursement requests, FOIA requests, and
DFO duties for the National Small Business Centers Advisory Board.

. Program Manager (PM). Oversees the programmatic performance of grant recipients and

conducts programmatic reviews of one or more SBDCs. During the Pre-Award phase of the
grant life cycle, the PM is responsible for evaluating and scoring the grant proposal Applications.

. Program Specialist (PS). Responsible for reviewing and approving the reimbursement requests

and sending them to the Denver Finance Center for payment. Also serves as the Freedom of
Information Act (FOIA) Officer and the Designated Federal Officer (DFO) for the National
Small Business Development Centers Advisory Board.
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17. Projeet Officer (PO). An SBA district office employee who is the point of contact for the
SBDC and who, on behalf of the DD, negotiates the annual Cooperative Agreement goals,
verifies data, conducts reviews, and monitors the ongoing operations of an SBDC.

18. State/Regional Director. See the OSBDC PA.
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Chapter 2 The SBDC Program
A. What is the SBDC Program?

The SBDC Program is the U.S. Small Business Administration’s (SBA’s) largest matching grant-
funded program providing quality service to the small business community. The SBDC Program has
63 Recipient Organizations — one in each state (four in Texas and six in California), the District of
Columbia, Puerto Rico, the Virgin Islands, Guam, and American Samoa. The Recipient is
responsible for establishing a Lead Office (SBDC) and a network of Service Centers that cover its
designated Area of Service. The SBDC Program links the resources of Federal, state, and local
governments with the resources of the educational community and the private sector to provide
assistance to the small business community.

B. What is the authority for the SBDC Program?
The authority for the SBDC Program is the Small Business Act, 15 USC 648.

C. What is the purpose of the SBDC Program?

The SBDC Program provides a broad-based network of assistance for the small business community
linking the resources of Federal, State, and local governments with the resources of the educational
community and the private sector. The purpose of the program is to provide quality business and
economic development assistance to small businesses and prospective small businesses, promoting
growth, expansion, and innovation, increasing productivity, and improving management practices.

D. Whatis an SBDC?

An SBDC is a qualified eligible entity that receives Federal financial assistance to establish,
administer, and operate an SBDC Network. Funding is provided through a Cooperative Agreement.
The entities eligible to operate an SBDC Network are:

s A public or private institution of higher education;

¢ A land-grant college or university;

* A college or school of business, engineering, commerce, or agriculture;

+ A community or junior college;

¢ Any Women’s Business Center operating pursuant to section 29 of the Small Business Act;
* An entity formed by two or more of the above entities; or

¢ Any entity that was operating as a Recipient Organization as of December 31, 1990.
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E. What types of entities currently operate an SBDC Network?

Institutions of higher education and grandfathered legacy SBDCs operated by State Governments,
such as:

o lllinois

e Indiana

¢ Minnesota

* Montana

+ Ohio

o West Virginia

F. What is an SBDC Network?

An SBDC Network is a cooperative effort of the private sector, the educational community, and/or
Federal, state, and local governments formed to provide Counseling and Training to nascent and
existing small businesses to promote and nurture economic health and growth in their community, as
well as to provide any other services that reflect the economic development agenda and needs of the
state or territory in which the SBDC is located.

G. What is the Partnership between SBA and the SBDCs (i.e. Substantial Involvement)?

SBA funds the SBDC Program through a Cooperative Agreement. The Partnership is derived from
SBA’s and the SBDC’s responsibility to the program. The SBA is responsible for overall program
policy and oversight, while the SBDCs have the responsibility for implementation and management
of its day-to-day operation.

H. What policy documents and guidelines apply to the SBDC Program?
The primary documents governing the SBDC Program include:
e Smali Business Act 13 USC 21
s Federal Regulations 13 CFR §130 et seq.
e SBDC Program Announcement (issued annually)
¢ SBDC Cooperative Agreement (issued annually)

¢ 2 CFR Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards

¢ 2 CFR Part 180 ~ Government wide Debarment and Suspension (non-procurement)
* 13 CFR Part 146— New Restrictions on Lobbying
s 2 CFR Part 2700 — Nonprocurement Debarment and Suspension
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I. Who administers the SBDC Program?

The Associate Administrator for SBDC has the responsibility of administering the SBDC Program.
With that, the AA/SBDC recommends annual program budgets, establishes funding levels in
accordance with the statute, implements the provisions of the program, and ensures the exchange of
information between the SBDCs. The AA/SBDC also consults and confers with the National SBDC
Advisory Board.

J. What is the National SBDC Advisory Board?

The National SBDC Advisory Board is a nine-member body appointed by the SBA Administrator.
The Board is represented by three members from universities or their affiliates; the remaining six
members are from small businesses or associations representing small businesses.

K. What is the National SBDC Advisory Board’s responsibility to the SBDC Program?

The Board is required to advise, counsel and confer with the AA/SBDC in carrying out the SBDC
Program under Section 21 of the Small Business Act. The Board is to serve as an objective, external
source of information for the AA/SBDC by providing insight on trends, gaps, best practices and
opportunities that can strengthen and inform SBDC Programs and policy.

L. What are the responsibilities of the National SBDC Advisory Board’s Designated Federal
Officer (DFO)?

As a requirement of the Federal Advisory Committee Act (FACA), a Full-time OSBDC employee is
the Designated Federal Officer (DFO) assigned to the National Small Business Advisory Board. The
DFO is responsible for the following:

1. Drafting the committee charter and associated documents

2. Drafting Federal Register notices

3. Submitting required paperwork to the Committee Management Officer

4. Drafting and/or revising Advisory Committee Operating Procedures; sending a copy to the CMO
5. Providing orientation to new Board members

6. Maintaining up-to-date membership records

7. Processing travel and expenditure vouchers

8. Scheduling the meetings of the advisory committee

9. Putting together the meeting agendas

10. Provide members with meeting materials

11. Chairing meetings when the SBA’s CMO directs
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12. Adjourning meetings when it is in the public’s interest
13. Ensuring compliance with FACA and any other applicable law and regulations
14. Providing copies of committee reports to the CMO for forwarding to the Library of Congress

15. Attending all meetings in person

Is there any other OSBDC staff that works closely with the National SBDC Advisory Board?

Yes. The Program Analyst assists in organizing the monthly conference calls and the semiannual
face-to-face meetings. The Financial Program Analyst participates in all the monthly conference
calls and is responsible for the National SBDC Advisory Board budget. The DAA/SBDC works in
conjunction with the AA/SBDC in conducting the monthly conference calls and semiannual
meetings.

How are the SBDC Program Funds Allocated?

When the SBDC program receives its annual appropriation, $1,000,000 is allocated for the Portable
Assistance Grant program. $300,000 is allocated for SBDCNet, $175,000 is allocated to the
accreditation contract to ASBDC, and $25,000 goes to the advisory board. The remaining funds are
disbursed (through a formula based on state population) to the 63 SBDC Lead Centers.

What is the SBDC National Clearinghouse (SBDCNet)?

SBDCNet produces a broad range of financial, market and demographic research reports,
customized to a client’s industry and geographic location. SBDCNet’s mission is to support the
business research and information needs of the SBDCs and their small business clients. The mission
is fulfilled by providing business research assistance directly to official SBDC counselors and by
maintaining this public-access website (http://www.shdenet.org/). This is defined in and governed by
§21(h)(2)(A) of the Small Business Act.

* $300,000 set aside from total authorized SBDC funding.
*  Requirement of Small Business Act

+  Hosted by the South West Border Region SBDC in San Antonio, TX.

. What is a Portable Assistance Grant?

This award is authorized by Section 21{n) of the Small Business Act, {15 USC Section 648(n)).
Applicants develop portable assistance programs to support the startup and sustainability of small
business concerns in communities that are economically challenged as a result of a business or
government facility downsizing or closing, resulting in the loss of jobs and/or small business
instability.
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Q. What is the application process for Portable Assistance Grants?

The portable assistance application can be accessed through www.grants.gov in the spring of each
year. To be eligible for this funding opportunity, an applicant must be an existing SBDC Lead
Center currently funded by SBA. The SBDC must be an accredited SBDC under § 21(k)(2) of the
Small Business Act (15 U.S.C. § 648 (k)(2)).

R. How is client confidentiality protected?

An SBDC, including its contractors and other agents, are not permitted to disclose to any entity
outside of the individual SBDC the name, address, or telephone number--referred to as *Client
contact data’--of any individual or small business without their consent, with the following three.
exceptions outlined in statute:

(1) Court orders that require the Administrator to do so in any civil or criminal enforcement action
initiated by a Federal or State Agency

(2) The Administrator considers such a disclosure to be necessary for the purpose of conducting a
financial audit of a lead center

(3) The SBA requires Client contact data to directly survey SBDC Clients.

The request to disclose must justify and document the need for individual Client contact and/or
Program activity data to the satisfaction of the Associate Administrator (AA) of OSBDC. Below is
the process that SBA will undertake for each request received:

* Requests are submitted for review by the AA of OSBDC.

*  The AA of OSBDC submits the request to OGC for review, along with a supporting
recommendation to either approve or deny the request.

¢ OGC reviews the request and informs OSBDC of their decision.

+  The AA of OSBDC responds to the request with the final determination, with a copy sent to
the individual SBDC implicated in the request.

S. Does OSBDC administer any disaster awards?

Yes, in the event of a disaster, the Office of Entrepreneurial Development (OED) is authorized to
provide financial assistance to recipients of OSBDC awards for the purpose of spurring disaster
recovery and growth of small business concerns located in an area for which the President has
declared a major disaster.
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T. How is funding allocated for disaster awards?

Projects are funded under the RISE (Recovery Improvements for Small Entities) After Disaster Act
(Pub L. No. [14-88, Div. B). The RISE After Disaster awards are made under separate and
independent grant funding authority distinct from that used by SBA for other awards to SBDC.

Chapter 3 The Program Announcement (PA)

A. What is the PA?

The PA is the method by which SBA announces a financial assistance opportunity and solicits
Applications. It is the overall responsibility of the AA/SBDC and PMs to develop the programmatic
aspects of the PA, thereby establishing program goals and objectives and developing and
determining timelines for proposal submissions. Additionally, the PMs, along with district office
personnel, are responsible for negotiating with the SBDCs their annual program goals and
objectives.

The PA contains program-specific information, such as the governing statutes, the funding
instrument, project dates, and the CDFA Number. The PA includes all the pertinent information and
requirements an applicant needs to assess their eligibility, capacity, and interest in the SBDC
Program. See the PA for specific requirements.

America’s SBDC (ASBDC) Operations Committee provides comments and input on the
development of the PA. The Office of General Counsel (OGC) reviews the PA and ensures the
document is in compliance with all applicable statues, regulations, and laws. Once all approvals for
the PA have cleared, the PA is sent to the Office of Grants Management (OGM) for posting to
Grants.gov.

B. What type of Award Instrument does OSBDC use?

OSBDC uses a Cooperative Agreement as the legal instrument between SBA and the Recipient
Organization to deliver financial assistance.

C. What is a Letter of Intent (LOI)?

Recipients are provided with an LOI in advance of the submission of the proposal. The purpose of
the LOL is to provide the Recipient with assurance that they will be receiving funding in the coming
year. The LOI also provides the Recipient with a funding level on which they can prepare their
budgets.

D. What is a Letter of Intent to Renew?
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SBDCs wishing to exercise a renewal option for funding must email or fax a Letter of Intent to
Renew to the PM by the date listed on the applicant’s timeline in the PA. This lets OSBDC know
that the Recipient is still interested in participating in the SBDC Program and is requesting funding.
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Chapter 4 Application Review

A. Overview

Only current SBDCs can apply for financial assistance in response to an OSBDC PA, SBA intends
to award continuation funding to the Recipient under subsequent annual SBDC Cooperative
Agreements for future fiscal/calendar years, subject to continued program authorization, availability
of funds, satisfactory performance, and continued interest of the Recipient Organization. Since
applicants are the same from year to year, the Application review process is moderately different
from a traditional Application review process.

B. What js the first step in the Application review process?

Once Applications are received from the Office of Grants Management (OGM), PMs perform an
initial screening to ensure that the Application packages received are complete. The PMs check each
Application to ensure it includes the components required to qualify for the award. The importance
of the initial screening is to ensure the required components are provided, not to determine the
quality of those components. The PA succinctly outlines the requirements needed for a successful
submission.

C. Is there a detailed Programmatic Review and Assessment of Applications?

Yes. Once the initial review of the Applications is completed, the Applications undergo a thorough
review and assessment for their technical and programmatic viability. Each PM has a specific
portfolio of Applications and conducts a programmatic review and assessment of the substance of
each Application. The PM recommends approval to the GMS once the programmatic review of the
Application has been completed. The GMS must receive concurrence from the PM and PO before an
award can be issued. The PO provides their concurrence through a completed and signed PO
checklist, which both the PO and PM signs. The SBDC PO Proposal Review Checklist is found in
Appendix 1.

D. Is a detailed financial review of the Applications performed?

Yes. While an Application may have technical and programmatic aspects, the budget also needs to
be well-documented and reflective of the program requirements. The GMSs are responsible for
conducting a cost-price analysis, reviewing each line item and the overall proposed budget to ensure
compliance with statutory and financial regulations. The GMS conducts a detailed cost analysis of
the budget to ensure the following:

1. Each budget is complete, reasonable, allowable, allocable, and cost effective in relation to the
project; a budget must be provided for the Recipient and any Sub-recipients.

[

The budget narrative provides a detailed justification for each cost included in the budget.

All project-related costs must be included in the appropriate cost categories.

o

The details of each budget category are reviewed: Personnel, Fringe, Travel, Equipment,
Supplies, Contractual, Other, and Indirect Costs.
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A detailed review of each budget is performed and documented by using a Memorandum of
Negotiation and Cost/Price Analysis. This ensures that prices are fair, reasonable, allowable,
allocable, and in compliance with all regulations, procedures, and policy pertaining to SBA’s Federal
Assistance Awards. The Memorandum of Negotiation and Cost/Price Analysis is enclosed as
Appendix 2.

The Recipient’s match requirement is also verified. The Cash Match must be certified up front and
identified by source and amount in the SBDC cost proposal. The GMS will check the Recipient’s
Application and review the Certification of Cash Match and Program Income statement. Recipients
are required to certify that they have non-Federal funds to contribute to the operation of the project.

The GMS will also review the Recipient’s Application for Federal Assistance (SF424) to ensure that
specific information provided is correct. The GMS will verify the Legal Name, DUNS, and EIN by
checking the System for Award Management (SAM). SAM will also be used to determine if the
Recipient is on the debarment/suspension list. It is the responsibility of the Recipient Organization to
ensure that their Sub-recipients are in compliance with all statues, policies, and administrative
regulations.

If there is a dispute between the Grants Management Specialist and the SBDC regarding a budget
item, that dispute should be resolved at the lowest possible level and escalate, if necessary, as high as
the AA/OED.

Effective Date: September 29, 2017 25



159

SOP 60 161

Chapter 5 The Notice of Award (NOA)
A. What approvals are needed to prepare the NOA?

The GMS receives approval from the PM and the PO to fund an applicant. The Financial Program
Analyst also provides an Approval List (SBA Form 1223), which documents the authorization and
approval of funding by the AA/SBDC and the OSBDC Director of Financial Oversight (DFO). The
Financial Program Analyst also enters the requisition in the accounting system, allowing the
commitment of funds.

B. What information appears on the NOA?
The NOA is SBA Form 1222 and contains the following information:
1. Authorization

Grant/Cooperative Agreement Number

Name and Address of Recipient

Project and Budget Periods

Award Amount

Title of Project/Program

Director of Project

Approved Budget

I S I N SR &)

. Administrative Regulations
10. Recipient EIN

The NOA also includes terms and conditions that provide additiona! administrative or programmatic
requirements. If required, other special conditions specific to the SBDC may be attached to the
award. See Appendix 3.

C. How do Recipients receive the NOA?

The Recipient’s Authorized Organizational Representative (AOR), as identified in the NOA, is
notified that they are the recipient of an SBDC NOA. This notification includes instructions to
review the NOA and, if in agreement with the provisions of the NOA, sign and date it (SBA Form
1222) in block 23 and submit a counter-signed copy to oshdenoas@sba.gov. The OSBDC Program
Assistant emails this notification to the AOR. If the Recipient has any questions or concerns
regarding the NOA, they must contact the GMO.
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Chapter 6 General Financial Information

Payments

A. How will payments to the SBDCs be made?

Payments under the OSBDC Cooperative Agreement are made as reimbursements.

. How must the SBDCs request payment for their program expenses?

To request payment, Recipient Organizations must provide SBA with a bank routing number and
account information and submit a Standard Form 270, “Request for Advance or Reimbursement,”
signed by an authorized representative of the Recipient Organization. Additionaily, each
reimbursement request must include a certification statement in which the authorized representative
of the Recipient Organization acknowledges the validity of the repert being submitted. The SF-270
and accompanying certification statement must be signed by an official who is authorized to legally
bind the Recipient Organization. Advances can be approved at the discretion of the AA/SBDC. The
Request for Advance or Reimbursement, Standard Form 270, and Certification Statement are
enclosed as Appendices 4 and 5.

. How is the Recipient Organization’s reimbursement request submitted to OSBDC?

The completed SF-270 and signed certification statement must be sent to SBDCPayments@sba.gov.

. What happens with the SF-270 once it is received by OSBDC?

The OSBDC Program Specialist is responsible for reviewing the payment request for accuracy and
submitting it to the Denver Finance Center for processing. The Program Specialist provides a
thorough review of the SF-270 to ensure that the proper information has been provided. Depending
on the condition of the SF-270, other OSBDC staff may also review the SF-270. The OSBDC
Payments Policy outlines the procedures to be followed if there is a problem with the SF-270. The
Payments Policy can be found in Appendix 6.

. What is the SBA Denver Finance Center?

The Denver Finance Center processes all financial transaction requests for OSBDC.

. What is the general guidance regarding payments for the SBDC Program?

General guidance regarding payments for the SBDC Program can be found at 2 CFR Subpart D
200.305.
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Match
G. What is match?

Match is the dollar amount or value the Recipient agrees to contribute to the grant program.

H. Is there a match requirement for Recipients of the SBDC grant?

Yes. The Recipient Organization receiving the Cooperative Agreement is required to match Federal
funds on a {:1 ratio.

L. What are some types of match?

Non-Federal Matching Funds may take the form of cash, third-party in-kind donations, or waived
Indirect Costs.

J. What is Cash Match?

Cash Match means the Recipient’s non-Federal cash contribution to the program.

K. What is in-kind?

In-kind is the value of non-cash contributions provided by non-Federal third parties. Third-party
contributions may be in the form of real property, equipment, supplies and other expendable
property, and the value of goods and services directly benefitting and specifically identifiable to the
program.

L. Is there a specific percentage of cash that is required for the SBDC Program?

Cash Match in an amount not less than 50 percent of the Federal funding is required, The remainder
of match may be in the form of additional cash, third-party In-kind Contributions for Direct Costs,
and/or waived Indirect Costs (13 CFR Part 130.450).

M. Can a recipient use other Federal funds as match?

There is one exception to the disallowance of Federal funds as Cash Match. Community
Development Block Grant (CDBG) funds received from the Department of Housing and Urban
Development are allowed when: (1) the SBDC activities are consistent with the authorized CDBG
activities for which the funds were granted; and (2) the CDBG activities are identified in the
consolidated plan of the CDBG grantee or in the agreement between the CDBG grantee and the Sub-
recipient of funds.
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N. What is overmatch and how can it be used in the SBDC Program?

OSBDC considers non-Federal funds an SBDC spends on the program over and above the amount
required by law as overmatch. The SBDC can apply overmatch amounts to meet additional
Matching Funds requirements necessitated by any supplemental funding increase received by the
SBDC during the Budget Period. With approval of the AA/SBDC, the Recipient may also use
allowable overmatched funds from the prior two Budget Periods as well as the overmatch from the
current Budget Period, which the SBDC has not used as a credit, to offset any confirmed audit
disallowances in the current year.

O. Is waiver of match allowed?

In accordance with 48 U.S.C. §1469a, the Agency may waive any requirement for Matching Funds
under $200,000 otherwise required by law to be provided to the governments of certain insular areas.
This waiver applies to awards made to the governments of insular area recipients that are agencies or
instrumentalities of the governments of American Samoa, Guam, and the U.S. Virgin Islands. Match
Requirements Policy for Protectorate Areas (also called Insular Areas) is incorporated into this SOP
as Appendix 7.

Program Income
P. What is Program Income?

Program Income is income that is earned by a recipient from activities that are supported by the
Direct Costs of the award. It includes and is not limited to fees collected from Clients and/or
attendees for Training.

Q. Caun Program Income be used as match?

Program Income may not be used as a source of Matching Funds.

R. How must Program Income be used in the SBDC Program?

Program Income must be used to expand the quantity or quality of services, resources, or outreach
provided by the SBDC Network. Planned expenditures from Program Income are subject to OMB
Uniform Guidance and SBDC Program rules and requirements set forth in 13 CFR Part 130.480.

Further, unused Program Income is permitted to be carried over to the subsequent Budget Period by
the SBDC Network; however, the aggregate amount of network Program Income cannot exceed 25%
of the total SBDC budget (Federal and matching expenditures).

S. Is Program Income included in a Recipient’s budget?

No. Program Income that is used to support program costs should not be included in a Recipient’s
Application, network budget, or budget justifications.
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Financial Certifications

T.

What financial certifications must be provided with a Recipient’s grant proposal Application?

Consistent with 2 CFR Part 200.415, financial certifications must be signed by an authorized
individual at a level no lower than vice president or chief financial officer of the Recipient
Organization. Each applicant must complete and submit the forms listed below:

1. Certification Regarding Drug-Free Workplace Requirements
. Certification Regarding Lobbying (SBA Form 1711)

. Cash Match and Program Income Certification Form

. Cost Sharing Proposal (SBA Form 1224)

. Assurances- Non-Construction Programs (SF-424B)]
Disclosure Form (SF-LLL)?

. Most recent A-133 Audit (Applicant can provide a link to the audit document if the document is
large)

Indirect Costs

u.

How can a Recipient claim Indirect Costs?

To propose and subsequently claim Indirect Costs, a Recipient must provide their most current
Indirect Cost Rate Agreement, as negotiated with their Cognizant Federal Agency, certified by their
state governmental unit, and approved by their Cognizant Federal Agency, or a rate approved by
SBA. The ICR Agreement for participating Service Centers must also be provided.

. Are Recipients required to have an Indirect Cost Rate Agreement?

Any grant Recipient that wishes to be reimbursed for Indirect Cost must have a current Indirect Cost
Rate Agreement negotiated with a Cognizant Federal Agency.

. Is SBA a Cognizant Federal Agency that negotiates Indirect Costs rates?

No. However, entities without an ICR negotiated with another federal agency may request that the
SBA Project Officer provide an SBA ICR (at 24% of Modified Total Direct Costs) to be used
exclusively by the SBDC Program for Recipient Organizations or Sub-recipients who have never

' SF424B and SF-LLL are incorporated as part of the electronic application form on Grants.gov. All
other required Certification forms can be obtained from the OSBDC website.

* Ibid.
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negotiated an Indirect Cost Rate Agreement with another federal agency. The following conditions
apply:

* Cost pools underlying the ICR Agreement include personnel compensation and benefits for
positions or for activities which are not: 1) in direct support of the SBDC Program goals and
objectives, and 2) under the direction or supervision of the key person identified in the
Cooperative Agreement as responsible for program performance at the respective host entity.

Examples include, but are not limited to, those expenditures allocable to human resources and
accounting departments, sponsored project staff, corporate marketing staff, controllers, deans,
chief executives, and presidents of colleges and universities.

» Non-personne! costs such as audits, supplies, materials, insurance, and other services and
operating costs allocable to administrative departments and to the activities of the host entity are
considered part of the “general and administrative cost pool” and thus may not also be directly
charged.

¢ Only SBDC Program Funds allocated for Direct Costs may be used to determine the allowable
reimbursed or waived Indirect Cost. Any agreements subsequently negotiated with a federal
agency will supersede the SBA ICR Agreement.

X. Can a Recipient/Sub-recipient request a rate higher than 24 percent from SBA?

The Recipient cannot request a higher rate. The ICR is standard and should not be altered.

Y. Can a Recipient/Sub-recipient use the SBA ICR for other Federal programs?
No. The ICR can only be used for the SBDC Program.

Z. Can a Sub-recipient contact the SBA for an ICR?
No. The Lead Center must contact the SBA PO to request an ICR for the Sub-recipient.

Effective Date: September 29, 2017 32



166

SOP 60161

AA. Can a Recipient claim F&A costs on a Sub-recipient each year?

When making new sub-awards, administrative costs incurred for establishing technical needs,
determining qualified candidates, issuing requests for bids, evaluating replies, and selecting an
awardee may be claimed as Indirect Costs according to 2 CFR Part 200, Appendices 11l and V. The
CFR allows these incremental Facilities and Administrative costs on the first $25,000 to be claimed
one time in the Indirect Cost base for each subcontract or sub-award. The process to ensure the Lead
Center excludes sub-recipient costs, in excess of the first $25,000 from their indirect cost
calculations, occurs during the review of the lead centers budget review process by the GMS. It is
not appropriate to claim these costs when obtaining annual funding to continue the sub-award. These
costs may only be claimed when an open, competitive bidding process was involved in issuing the
sub-award that included the aforementioned administrative costs.

BB.  Can a Sub-recipient use the Lead Center’s ICR Agreement?

No. Sub-recipients are required to have their own negotiated ICR Agreement in order to claim
Indirect Costs.

CC.  Can Indirect Costs exceed the amount allowable under the approved ICR Agreement?

No. Indirect Costs cannot exceed the amount allowable under the approved ICR Agreement
submitted with the proposal.

DD. Is using an SBA negotiated rate the only option for a Recipient that does not have an ICR
Agreement negotiated with a Cognizant Federal Agency?

No. The Uniform Guidance 2 CFR Part 200.414 allows any non-Federal entity that has never
received a negotiated Indirect Cost Rate to elect to charge a de minimis rate of 10% modified total
Direct Costs, which may be used indefinitely. If the non-Federal entity chooses to charge the 10% de
minimis rate, the non-Federal entity must use this rate consistently for all Federal awards until such
time as the non-Federal entity chooses to negotiate for a rate with a Cognizant Federal Agency. This
rule does not apply to organizations that have an expired ICR Agreement.

EE. What is the Schedule of Indirect Cost?

The Schedule of Indirect Cost is an OSBDC form developed for recipients to report claimed Indirect
Cost with their proposal submission and also as part of their mid-year and annual financial reporting.

FF.  What is the maximum percentage of Indirect Cost reimbursement from Federal funds a
Recipient can receive?

Reimbursement of Indirect Costs from Federal funds will be capped at a maximum of 20 percent,
regardless of the amount stipulated in a Recipient’s ICR Agreement This maximum cap of 20% for
indirect cost reimbursement follows procedures provided in 2 CFR Part 2701.414.

Effective Date: September 29, 2017 33



167

SOP 60 16 1

GG. What is waived Indirect Cost and how is it used in the SBDC Program?

Waived Indirect Costs are Indirect Costs for which Recipients waive their right to receive
reimbursement and opt to use as match.

HH. What percentage of Federal dollars does the SBA require Recipients to allocate to the

1L

SBDC Program?

SBA requires that at [east 80 percent of Federal dollars provided through the Cooperative Agreement
be allocated to the Direct Costs of the program. This minimum allocation of 80% for direct costs
through the Cooperative Agreement follows procedures provided in 2 CFR Part 2701.414.

How are administrative costs treated when a Recipient Organization is creating a new sub-
award and when they are using an existing sub-award?

When making new sub-awards, administrative costs incurred for establishing technical needs,
determining qualified candidates, issuing requests for bids, evaluating replies, and selecting an
awardee may be claimed as Indirect Costs according to 2 CFR Part 200, Appendices 11l and V. The
CFR allows these incremental Facilities and Administrative costs on the first $25,000 to be claimed
one time in the Indirect Cost base for each subcontract or sub-award. The Recipient Organization
cannot claim these costs when obtaining annual funding to continue the sub-award. These costs may
only be claimed when an open, competitive bidding process was involved in issuing the sub-award
that included the aforementioned administrative costs.

Carryover

JJ. What are Carryover Funds?

The award period is the period of time when Federal funding is available for obligation by the
Recipient. The Recipient may charge to the grant only allowable costs incurred during the award
period and any pre-award costs authorized by OSBDC. Recipients often seek to Carryover Funds
that are unobligated into the next Budget Period. The SBDC Lead Center does not have automatic
authority to carryover Federal and Matching Funds without written request and approval of the
AA/SBDC.

Any Federal funding not properly obligated by the Recipient within the grant award period will lapse
and revert to OSBDC for de-obligation if approval to carry over is not granted.

OSBDC has established policies and procedures to address Carryover Funds. The OSBDC
grant/Cooperative Agreement policy and procedures on Carryover Funds will ensure quality
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management, streamline the administrative process, and provide guidance and accountability for all
participants of the SBDC Program.

The Grants and Cooperative Agreement Carryover Funds Policy and Procedures are incorporated
into this SOP as Appendix 8.
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Supplemental Funding
KK. What are supplemental funds?

Supplemental funds are the unobligated portion of Federal funds identified at the end of the financial
assistance award period and those funds not taken by the SBDC at the start of the renewal period. It
is considered additional funding available for redistribution in the SBDC Program. The method of
funding is at the discretion of the AA/SBDC.

The Grants and Cooperative Agreement Supplemental Funds Policy and Procedures are incorporated
into this SOP as Appendix 9.
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Chapter 7 Monitoring and Reporting

Reporting Requirements

A. What are the reporting requirements for the SBDC Program?

The Recipients must submit Performance and Financial Reports on a semiannual basis to their PMs
and POs by email. There are specific reporting dates based on the Recipient’s budget/program cycle,
whether fiscal or calendar. The fiscal year Recipient’s budget/program year is October through
September. The first reports are due April 30, and the final reports are due December 31. The
calendar year Recipient’s budget/program year is January through December. The first reports are
due July 31, and the final reports are due March 31 of the next year.

B. What are the reporting requirements for SBDCs in the program 3 years or less or SBDCs
determined to be High Risk?

The Recipients must submit Performance and Financial Reports on a quarterly basis to their PMs
and POs by email. There are specific reporting dates based on the Recipient’s budget/program cycle,
whether fiscal or calendar. The fiscal year Recipient’s budget/program vyear is October through
September. The reports are due January 31, April 30, and July 31, and the final reports are due
December 31. The calendar year Recipient’s budget/program year is January through December. The
first reports are due April 30, July 31, and October 31, and the final reports are due March 31 of the
next year.

C. What other reports are required?

1. Audit Report
Recipients are also required to submit an annual audited financial statement. Recipients must

submit an audit report to their PM no fater than 120 days after the conclusion of the Recipient’s
fiscal year. Please refer to 2 CFR Part 200 (Subpart F) for more information.

2. Client Service Data
The Recipient is required to collect and maintain records of Counseling on SBA Form 641 and of
Training activities on SBA Form 888 or its equivalent. The Client service information from these
forms must be entered into SBA’s Entrepreneurial Management Information System (EDMIS).
Recipients are also required to include the Economic Impact Report in EDMIS. See Appendix 10
for a copy of SBA Form 641 and Appendix 11 for a copy of SBA Form 888.

3. Site Visits
POs conduct on-site reviews of the SBDC Lead and service centers and provide OSBDC with a
report of these reviews. PMs conduct their programmatic reviews based on the site visit reports
submitted by the PO and write/issue a programmatic report.
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. Is there a penalty for late reporting?

Yes. If Recipients fail to submit timely or adequate reports, SBA may withhold funding until the
required reports are submitted. The PM will notify the Recipient regarding their compliance with the
General Terms and Conditions of their award,

. Is quarterly reporting required?

It depends. If quarterly reporting is required, those conditions would be placed in the Recipient’s
NOA or applied through a budgetary or programmatic modification.

. Is there a specific format that is required for the performance report?

Yes. The Performance Progress Reports are submitted electronically in Word format using Standard
Form PPR (SF PPR) or a custom-designed format that includes all the same information required by
the SF PPR with narrative statement provided. See the OSBDC PA, which details the specific
reporting requirements for the performance report.

Is there a specific format required for the financial report?

Yes. Recipients submit their Federal Financial Reports using Standard Form 425 (SF-425). In
addition to the SF-425, the report should also include a Program Income report. Program Income and
Indirect Costs are not reported on the SF-425 but must be reported separately. The report should
also show matching contributions expended during the reporting period.

The financial report covering the first six months must provide details of the Recipient’s actual
expenditures to support the SF-425 and SF2-70 for the SBDC Network.

For year-end reporting, Recipients are required to provide the same detailed information regarding
their actual expenditures, broken down by the same cost category line items as in the approved
budget.

There are several forms the OSBDC provides to assist Recipients with their financial reporting
requirements. They are: ’

1. Self-populating Excel spreadsheet in support of the SF-425

2. SBA Form 2113 for reporting Program Income, along with the supporting worksheet cumulative
12-month Budget Period)

3. Schedule of Indirect Cost (for reporting the actual Indirect expense, reimbursed with SBA funds
and SBDC non-Federal share)

4. OSBDC Budget Comparison Wotksheet
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Monitoring
H. What type of monitoring does the GMS perform?

The GMS will conduct a mid-year review and reconciliation of the financial repott. The purpose of
the mid-review is to review the Recipient’s match reporting and drawdown patterns.

The GMS will conduct an end-year reconciliation of the Recipient’s final Federal Financial Report
(FFR) (SF-425) to determine the accurate expenditures of the Recipient; obtain an accurate total of
unobligated funds, if any; and ensure that the Recipient’s account is reconciled to the SBA
accounting system. The GMS uses a checklist for SF-425 reconciliation to aid in the process. A copy
of the Checklist for SF-425 Reconciliation is enclosed as Appendix 12.

The Program Specialist monitors the drawdown patterns of the Recipient. The PM is provided with
the Recipient’s drawdown patterns and will determine if any action is needed.

1. What type of monitoring does the PM perform?

The PM reviews the Lead Center and Service Center Monitoring Review (site visit) reports prepared
by the PO to assess the Lead Center’s management of the SBDC Network and ability to deliver
services and remain compliant with the NOA,

The PM also reviews the Monitoring Statement that is provided with the semiannual and annual
Progress Reports. The monitoring statement provides verification and corresponding analysis from
the PO demonstrating that the information submitted by the SBDC in performance reports is valid
and complete.

Additionally, the PM conducts biennial programmatic reviews of the SBDCs. The purpose of the
review is to fulfill the programmatic management oversight function of the SBA in accordance with
15 USC 648 § 21(k)(1) of the Small Business Act and the Code of Federal Regulations (CFR) 13
Part 130.180(a). The review examines whether the SBDC Network is operating and performing
effectively in its delivery of services to the small business community and whether it is in
compliance with program policies, operating procedures, and applicable laws and regulations.
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Chapter 8 Award Closeout

Annual Award
A. What is an annual award closeout?

An award closeout is the period of time after the project has ended during which Federal
disbursements are reconciled against the Recipient’s expenditures. It is an essential part of a Federal
grant program. It evaluates the sufficiency of activities under the NOA and identifies unobligated
balances, disallowed costs, and amounts potentially subject to collection, as well as determining if
the goals and objectives of the project were met. Since Recipients in the SBDC Program are the
same from year to year, the award closeout is somewhat different from a traditional award closeout.

B. What are the regulations that govern an award closeout?

2 CFR Parts 200.343-345. OSBDC follows this guidance but does not require the Recipient to
address requirements in Parts 200.310 through 200.316 and 200.329 at the end of the annual Project
Period. Closeout procedures related to these requirements would be addressed when a Recipient
permanently leaves or is terminated from the SBDC Program and possibly during a financial
examination.

C. What type of technical assistance dees OSBDC provide te the Recipient during closeout?

The GMS develops and maintains End of Year Closeout Instructions, which are updated annually.
The SBDC End of Year Closeout Instructions provide the Recipient with guidelines on how to
prepare the final financial reports, how to report Indirect Costs and Program Income, and how final
payments and carryovers are handled.

Prior to the end of the project/Budget Period, the PM reminds the Recipient of the requirements of
the closeout process. The PM works closely with the Recipient to provide any final guidance that
may be needed prior to the submission of the Recipient’s final reports. The PM provides the
Recipient with a copy of the SBDC End of Year Closeout Instructions.

The SBDC Annual Closeout Instructions can be found in Appendix 13.

D. What is the Recipient required to provide at closeout?

Recipients are required to submit, no later than 90 calendar days after the end date of the Project
Period, all final financial and performance reports and any other reports as required by the terms and
conditions of the NOA. There are specific reporting dates based on the Recipient’s budget/program
cycle followed, whether fiscal or calendar. The fiscal year Recipient’s budget/program year is-
October through September. The first reports are due April 30, and the final reports are due
December 31. The calendar year Recipient’s budget/program year is January through December. The
first reports are due July 31, and the final reports are due March 31 of the next year.
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E. What must the Recipient do if they need an extension to submit their final reports?

Recipients must request an extension from their PM. The Recipient must also provide an adequate
justification to support their requests for an extension. The PM consults with the GMS in making the
decision to provide an extension to a Recipient.

F. What are the Recipient’s requirements regarding record retention at closeout?

All financial records, supporting documents, statistical records, and other records pertinent to the
award must be retained by the Recipient and Sub-recipients for a period of three years from
submission of the final financial report. There are exceptions to this requirement, which can be
found in the SBDC End of Year Closeout Instructions (Appendix 13). Also see 2 CFR Part 200,
Subpart D.

G. How are Recipient refunds to SBA handled at closeout?

Refunds are returned to SBA in the form of a check or money order made payable to the U.S. Small
Business Administration. Funds returned to SBA are non-transferrable and cannot be used as
carryover or applied to another year’s grant.

H. What is the PM’s role in the closeout process?

The PM ensures that all final programmatic and financial reports have been submitted on time. The
PM reviews the Recipient’s final annual performance report, which includes the Recipient’s
accomplishments towards all program goals and objectives for the entire period of performance. The
PM makes the determination if the Recipient’s final performance report becomes part of the official
grant file and informs the GMS.

I. What are the GMS’s responsibilities for year-end ctoseout?

The GMS provides guidance to the Recipient on financial closeout requirements and ensures the
Recipient’s compliance with terms and conditions of the NOA. The GMS conducts an end-year
reconciliation of the Recipient’s final Federal Financial Report (FFR) (SF-425) to determine the
accurate expenditures of the Recipient; obtain an accurate total of unobligated funds, if any; and
ensure that the Recipient’s account is reconciled to the SBA accounting system. The GMS uses a
checklist for SF-425 reconciliation to aid in the process. The GMS reviews the Recipient’s final
financial reports and supporting documents to ensure their completeness, accuracy, and
acceptability.

The GMS also reconciles any carryover indicated in the final financial reports, as described in the
previous paragraph. Final drawdowns to reimburse Recipient expenditures can occur during

closeout. The GMS also reviews and approves the final Request for Reimbursement (SF-270).
Payments in excess of the expenditures are subject to a request for refund.

The GMS also processes any unobligated funds through the de-obligation process or through a
carryover process. In addition to the end-of-year reconciliation, the GMS performs other
administrative tasks to close completed awards. This may take the form of limited negotiation of
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final Indirect and Direct Costs allowable and disposition of property (only for separated/terminated
recipients).

The GMS reviews the Progrant Income report, ensuring that Recipients expend any Program Income
exceeding 25 percent of the Recipient’s total budget (SBA Federal funds and Matching Funds) by
year end. The GMS ensures that -cost-share/match requirements are met in accordance with the
award and Indirect Costs are consistent with the award. This is usually accomplished during the
reconciliation process, The Payments Specialist will ensure that actual match costs are reported on
the SF-270 on a 1:1 basis. The GMS also ensures that concerns related to disallowed costs are
resolved and excess payments ate returned. The GMS follows up with the Payments Specialist on
any outstanding final SF-270 issues or concerns.

The GMS ensures that the final Federal financial and progress reports are appropriately filed and
added in the grants management system. The GMS also ensures that all administrative close-out
documents have been received (e.g., countersigned core award, as well as modifications).

A copy of the Checklist for SF425 Reconciliation can be found in Appendix 12.

Network Closeout
J. What is a network closeout?

A network closeout is performed when a network host is no longer with the SBDC Program and a
new host is selected.

K. How is a network closeout performed?

The GMS completes the network closeout worksheet. See Appendix 14.

Please also refer to the PA for Recipient Organization Transfer Activities.
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Chapter 9 Audit

Audit Requirements

Single or program-specific audits shall be performed in accordance with the requirements contained in
the Uniform Guidance (see 2 CFR Part 200, Subpart F, “Audit Requirements™). The Uniform Guidance
requires any non-Federal entity (i.e., non-profit organizations, including non-profit institutions of higher
education and hospitals, states, local governments, and Indian Tribes) that expends Federal awards of
$750,000 or more in the Recipient’s fiscal year to conduct a single or program-specific audit in
accordance with the requirements set out in the OMB Uniform Guidance. Applicants are reminded that
OSBDC or the SBA’s Office of Inspector General may also conduct an audit of an award at any time.

A. What is the Single Audit Act?

The Single Audit Act requires certain Recipients and Sub-recipients to undergo audits.

guidance directs auditors to the following matters (if applicable to the award):

.

Activities allowable or unallowable
Atlowable cost principles

Cash management

Davis Bacon Act compliance

Eligibility of those receiving funding (Recipients, Sub-recipients, and their contractors)
Equipment and real property management
Matching, level of effort

Period of availability of Federal funds
Procurement, suspension, and debarment
Program Income

Reporting

Sub-recipient monitoring

B. Who are Single Audit Act Auditors?

Most are nongovernment employees who are contracted by Recipients to audit the Recipient’s
execution of and compliance with their assistance agreements. They are the honest brokers who
report to the Recipients and to the government on the Recipient’s performance.
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. Who are Recipients?

Recipients are the persons, organizations, or state or local governments that receive assistance
directly from the Federal government for the execution of the award and for the compliance with all
its terms and conditions, including compliance by any Sub-recipients that they work with or
contractors that they retain to carry out a function to support the execution of the Recipient’s award.

. Who are Sub-recipients?

Sub-recipients are persons, organizations, or state or local governments that receive an assistance
agreement from a Recipient for the purpose of carrying out all or part of the award that the Federal
agency made to the Recipient. Sub-recipients have no contractual relationship with the Federal
government, only to the Recipient. However, status as a Sub-recipient usually imposes federal
compliance obligations on the Sub-recipient.

. Who Are Contractors?

Contractors are used when Recipients and Sub-recipients need to enter into contracts to carry out the
purpose of the award. The Recipients contract in accordance with the standards on contracting that
are contained in the SBA’s portion of 2 CFR.

. 'Who are Beneficiaries?

Beneficiaries are the people who benefit from the Federal assistance. They are the most important
players in Federal assistance, as an issue in assistance administration is whether the Recipients have
limited the expenditure of their award funding to those who are authorized to receive the assistance
and not just to anyone in need.

What is Sub-recipient Monitoring?

It is the responsibility of the Recipient to ensure that its Sub-recipients are eligible, capable, and
compliant. The agency is responsible for holding Recipients accountable for this.

What are internal controls?

Internal controls refer to those policies, plans, and procedures that a Recipient has in place to ensure
that it manages its assistance awards efficiently and properly. OMB issues a Compliance Supplement
that accompanies its audit CFR, OMB CFR A-133. The compliance supplement sets out what the
auditors should be looking for. It is a valuable tool for Recipients in creating a framework for
internal control.
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Why should OSBDC have internal controls?

2 CFR Part 200, Subpart F requires Recipients to establish and maintain internal controls to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements, It also requires auditors to obtain an understanding of the Recipient’s internal control
in order to plan the audit. The objective of internal control is, when present and operating
effectively, to help ensure compliance with program requirements,

Transactions are properly recorded and accounted for in order to:
Permit the preparation of reliance financial statements and Federal reports
Maintain accountability over assets

Demonstrate compliance with laws, regulations, and other compliance requirements

g R -

Ensure that funds, property, and other assets are safeguarded against loss from unauthorized use
or disposition

What are the components or characteristics of Recipient internal control?

The Recipient Organization’s leadership is responsible for the creation of a responsible culture and
environment and conducting operations ethically, as evidenced by a code of conduct or other
directives. If there is a governing board, that board takes an active role in overseeing the Recipient’s
activities.

t. Risk Assessment
e PMs and staff understand and have identified the organization’s key compliance objectives

¢ Management is aware of the resuits of monitoring audits and reviews and considers those in
assessing the risks of noncompliance

e Processes are established and used to implement changes in program objectives and
procedures as needed

2. Control Activities
¢ Operating policies and procedures are clearly written and comamunicated

¢ Procedures to implement changes in laws, regulations, guidance, funding agreements, and
contracts that affect the Recipient’s Federal awards

s Management does not approve of deviating from established controls

* Segregation of duties among performance and record-keeping personnel
e Data entry controls, edit checks

* Exception reporting

e Reviews of input and output data

e Lquipment inventory

3. Monitoring Activities
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* Reconciliations

¢ Management reviews of reports

o Periodic site visits

» Follow up on irregularities and deficiencies to determine causes and effect solutions
o Internal quality control reviews

» Management interface with program monitors, auditors, and reviewers to evaluate the status
of programs and controls

¢ Internal audits routinely test for compliance with Federal requirements

Can Recipients use Sub-recipients and/or make sub-awards?

Yes. Recipients are those who receive an assistance award directly from SBA and may engage the
support of other parties in the execution of the award in one of two ways. In one way, the Recipient
grants money to another non-Federal entity, a “Sub-recipient,” to join with the Recipient in pursuing
the accomplishments of the grant.

. Who is responsible for execution of the award?

Recipients are always solely responsible to the government for the execution of the award.
Therefore, Recipients are responsible for the Sub-recipient’s accomplishment of the grant purposes
and for complying with the same award terms and applicable Federal laws, rules, and regulations
that apply to the Recipient.

What are the duties and responsibilities of the Recipient?

Recipients are responsible, without recourse to the SBA, for the settlement and satisfaction of all
contractual and administrative issues arising out of the contracts they enter into, including revising
or litigating any Disputes, claims, protests, or other complaints regarding contractual matters. No
Recipient’s employees can participate in the selection, award, or administration of a contract that is
suppotted by Federal funds if an apparent conflict of interest would be involved. A Recipient’s
employees may not solicit or accept gratuities, favors, or anything of monetary value from
contractors or parties to sub-agreements. The Recipient’s procurement standards of conduct must
provide for disciplinary action when its employees violate the rules.

What are the Sub-recipients’ duties and responsibilities?

Sub-recipients are required to abide by the same terms and conditions as their Recipients. Therefore,
it is important that Recipients craft their sub-award agreements with their Sub-recipients in order to
flow down all applicable requirements to insure that they have effective contractual control over and
legal remedies against their Sub-recipients.
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What is the difference between a sub-award and a contract?

A sub-award is an award provided by a pass-through entity to a subrecipient for the subrecipient to
carry out part of a Federal award received by the pass-through entity. It does not include payments to
a contractor or payments to an individual that is a beneficiary of a Federal program. A sub-award
may be provided through any form of legal agreement, including an agreement that the pass-through
entity considers a contract.

A contract is a legal instrument by which a non-Federal entity purchases property or services needed
to carry out the project or program under a Federal award. The term as used in this part does not
include a legal instrument, even if the non-Federal entity considers it a contract, when the substance
of the transaction meets the definition of a Federal award or sub-award. Whether the non-Federal
entity receiving funds from the Recipient is a Sub-recipient or a contractor is important for several
reasons, including whether or not the rules of contracting procedures apply to the Recipient in
selecting the non-Federal entity and whether the non-Federal entity receiving the funds is subject to
an audit under 2 CFR Part 200, Subpart F. The distinction is that payments for goods or services are
to a contractor, while payments to execute the award are to a Sub-recipient.

An auditee may be a Recipient, a Sub-recipient, or a vendor. Federal awards expended as a Recipient
or Sub-recipient would be subject to audit. The payments received for goods or services provided as
a vendor would not be considered Federal awards.

What are the characteristics of a sub-award?
¢ The Recipient determines the Sub-recipient’s eligibility for award under assistance criteria

¢ Recipient has its program or performance measured by the awarding agency, taking into account
the performance of the Sub-recipient

o The Sub-recipient partners with the Recipient in programmatic decision making

» The Sub-recipient has responsibility for adherence to the applicable Federal program compliance
requirements

* The Sub-recipient uses the Federal funds to carry out the Recipient’s program, as compared to
merely providing goods or services to the Recipient

What are the characteristics of a contract?

» Contractor provides the goods and services in the course of its normal business hours to many
different purchasers

¢ Contractor operates in a competitive, for-profit environment

» Contractor provides goods or services that are secondary to the operation of Recipient’s award
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Recipient does not treat the contractor as being subject to the assistance award or program
compliance requirements

Audits of Recipient Monitoring of Sub-awards

R. What is a Control Environment?

Control Environments do the following:

1.

R

S

Establish a culture of leadership commitment to monitoring Sub-recipients
Enforce its established procedures for monitoring Sub-recipients

Ensure that it has the necessary information to monitor Sub-recipients
Dedicate sufficient resources to Sub-recipient monitoring

Ensure Sub-recipient demonstrates that they are willing and able to comply with the requirement
of the award

Maintain the internal knowledge, skills, and abilities to effectively monitor Sub-recipients

Have accounting systems, including the use of applicable cost principles and internal control
systems, adequate to administer the award

Take appropriate actions in response to Sub-recipient noncompliance

S. What is a Risk Assessment?

Risk Assessments do the following:

1.

Ensure that key managers understand the Sub-recipient’s environment, systems, and controls
sufficiently to identify the level and methods of required monitoring

Establish mechanisms to identify risks arising from external resources affecting Sub-recipients,
such as risks related to economic conditions; regulatory changes; unreliable information;
financial problems that could lead to diversion of grant funds; loss of essential Sub-recipient
personnel; loss of license or accreditation to operate a program; rapid growth that exceeds
resources or capabilities; new activities, products, or services; or organizational restructuring
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T. What are Control Activities?

Control  Activities are the actions management establishes through policies and
procedures to achieve objectives and respond to risks in the internal control system, which
includes the entity’s information system.

Control activities do the following:

1.

Identify to the Sub-recipient the Federal award information (CFDA title and number, award
name, name of Federal agency, amount of award) and applicable compliance requirements.

Include in their sub-awards the requirement to satisfy all the compliance requirements to the
Federal program, including the audit requirements of 2 CFR Part 200, Subpart F.

Ensure the Sub-recipient’s compliance with audit requirements.

Determine by inquiry and discussion whether the Sub-recipient met thresholds requiring an audit
under A-133.

Take appropriate action, such as withholding further funding until the Sub-recipient meets the
audit requirements.

Maintain a system to track and follow up on reported Sub-recipients and make appropriate
inquiries of the Sub-recipient concerning the Federal program.

Review Sub-recipient reports and follow up on areas of concern.
Monitor Sub-recipient’s budget.

Perform site visits to Sub-recipients to review financial and programmatic records and observe
Sub-recipient operations.

10. Offer Sub-recipients technical assistance as needed.
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Chapter 10 Associate Administrator for SBDCs

What are the AA/SBDC’s responsibilities?

1.

Establishes the national program policies, procedures, strategic plans, program reviews,
coordination, evaluation, and information systems and develop the annual SBDC PA (the program's
"Request for Proposal”). In establishing national program policy, the AA/SBDC should consult, to
the extent practicable, with the Association of SBDCs.

Administers the national SBDC budget, including the establishment of individual funding levels in
accordance with the statute, the final approval of annual funding requests, and any supplemental
funding requests.

Provides program priorities to the field in conjunction with the Office of Field Operations.

Resolves programmatic and financial Disputes and problems pursuant to SBA's Disputes resolution
policy found in 13 CFR Part 130.630(b). The AA/SBDC may assume oversight of the SBDC. The
AA/SBDC is not subject to the approval or concurrence of Administration officials in the area
served by the SBDC. The AA/SBDC may reassign oversight responsibilities to the District Office
after the Dispute has been resolved.

Reassigns PO responsibilities to the OSBDC in extreme circumstances.

6. Administers the Agency's examination process for the review of SBDC operations.

10.

. Oversees the SBDC National Advisory Board. The Board consists of three members from

Reviews and approves SBDC budgetary proposals; issue SBA Cooperative Agreements, budget
revisions, and modifications; and coordinate all grant termination and suspension actions.

Coordinates inter-agency programs and technical assistance efforts with other Federal agencies at the
national level.

Acts as primary spokesperson, will coordinate with the AA/OED to make sure information and
messaging is consistent with priorities set forth by the Administrator for the SBDC Program, and
develop and provide national program information to SBA field offices, SBDC State/Regional
Directors, congressional offices, OMB, and/or other organizations upon request.

Interprets legislative changes in conjunction with the Office of General Counsel.

universities and their affiliates and six members from small businesses or associations representing
small businesses. The National SBDC Advisory Board advises and confers with SBA's AA/SBDC
on policy matters pertaining to the SBDC Program. The recruitment or renewal of new board
members is lead by the Office of the Administrator. The AA/SBDC will assist as needed in that
process.

. Oversees the SBDC National Clearinghouse.

. Performs ongoing nationwide SBDC Program reviews.

. Requests and responds to program and financial audits.

. Serves as SBA’s liaison with the Association of SBDCs.
. Works with the AA/OED to designate new SBDCs.
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17. Develops and provides Training to SBA field personnel responsible for SBDC operations.

18. Designs and implements a biennial schedule of program/financial examinations of the SBDC.
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Chapter 11 Program Manager Responsibilities

What are the PM’s responsibilities?

The PM is responsible for the performance management of each assigned SBDC Network, providing
advice, assistance, and oversight. Specifically, the PM:

1.

Oversees the negotiation of annual goals for SBDCs with SBA District Offices and SBDC
State/Regional Directors and renegotiates, as appropriate.

Reviews scopes of work and requests for proposals (RFPs) on an annual and recurring basis and
manages the technical review process for renewal of annual Recipients.

Manages policy for program(s) and prepares necessary policy proposals for AA/SBDC review and
approval.

Oversees the collection and analysis of reporting data from grant recipients, provides success stories
to be kept on file with the immediate office, and interprets the data in relation to the delivery and
success of the SBDC Program.

Interprets policy and reviews SBDC activities for effectiveness, legality, and compliance.

Encourages the SBDC to provide specialized services, to seek and secure private sector funding for
match, and to ensure vigorous SBDC Program delivery in general.

Prepares and makes presentations at conferences regarding SBA's SBDC Program.

Develops and manages performance measurements for the program and subsequent collection of
information for reporting performance data.

Collects, analyzes, and assimilates information from grantees regarding achievements relative to
their activities/services, required or otherwise, for use in assessing performance, network profiling,
press releases, congressional briefings, etc.

. Provides guidance and advice on SBA approved program policies and procedures to the SBDC

State/Region Directors, university officials, and SBA field staff.

. Coordinates with SBA District Offices and SBDC offices to plan, organize, and execute biennial

programmatic site visits.

. Trains the PO on their roles and responsibilities regarding the SBDC Program.

. Conducts biennial program reviews of SBDCs and prepares a report for the AA/SBDC, Host

Institution, ASBDC, District Director, Regional Director and State Director (to be posted on the
shared drive for future reference) which includes, but is not limited to:

a) Analyzing goals against outcomes

b) Analyzing financial examination reports

¢) Analyzing annual, semi-annual, and quarterly narrative reports
d) Identifying SBDC events and initiatives for inclusion

e) Identifying areas of innovation and creativity
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14. Identify award recipients and forward those parties to senior OSBDC leadership where abuse of
Federal programs is suspected. Potential enforcement can include, suspension, debarment, recapture, or
fraud remedies.
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Chapter 12 Financial and Grants Management Roles and Responsibilities

A. What are the Financial Program Analyst’s responsibilities?

1.
2.
3.

Manages, monitors, and oversees all budgetary matters involving the OSBDC and grantees.
Accesses the agency’s financial system to commit and re-commit funds as necessary.

Reviews the agency’s financial system to ensure funding commitments and obligations are
accurate and complete and to verify the accurate maintenance of the SBDC spending rates.

Manages and performs a complex, statutorily-required funding formula for the establishment of
the annual funding of the SBDCs, using data based on a state-by-state population census.

Prepares documents and recommends approval for all grant funding allocations.

Develops policy for the oversight and direction of the establishment of financial operations for
the OSBDC, including budgetary commitments. Develops procedures to improve processes for
office operations.

Monitors the open obligations report to close past FY funding obligations and agreements in
accordance with prescribed directives. Prepares various reports. Analyzes highly complex
problems and makes decisions and/or recommendations to insure office operational and
budgetary success in compliance with laws, regulations, and Agency policy. Develops and
implements standards to effectively strengthen Office operations by accomplishing the work of
the organization, ensuring the Agency’s, mission, vision, and values are followed.

Serves as Contracting Officer Representative (COR) for the SBDC Accreditation Reviews
contract. Assists the Contract Officers with the negotiation for contract terms., Reviews,
approves, and tracks the invoices for this contract.

B. What are the responsibilities of the GMS?

I.

Serves as an Agency Official for the OSBDC and commits the Agency to certain actions within
delegated authority of the AA/SBDC, as appropriate. This includes, but is not limited to, making
final decisions regarding budgets, auditing reports, assisting the Program Official in monitoring
awards, and ensuring that all actions are in accordance with applicable directives and regulations.

Reviews Federal Assistance Application (SF-424) and proposals for completeness and
compliance with program and legislative requirements.

Conducts price and/or cost analysis on annually proposed SBDC budgets, documenting findings
for use during negotiations or for use in determining appropriateness of award.

Completes Memorandum of Negotiation for each proposal.

Prepares and issues Notices of Award to the SBDCs after AA/OSBDC approves the Notice of
Award.

Reviews financial reports and final requests for payment, taking action as Grants Management
Officer; accesses the agency’s financial management system and reviews the system to ensure
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funding of commitments and obligations and to ensure the accurate maintenance of the SBDC’s
financial accounts.

8. Provides technical assistance to the SBDCs throughout the year regarding financial components
of legislation, regulations, policy, PA, and notices of award; analyzes any problems and
situations that may arise, making decisions and/or recommendations to insure SBDC Program
success and compliance with laws, regulations, and Agency policy.

9. Completes year-end financial reconciliation and completes the year-end reconciliation
worksheet.

10. Manages annual close-out, including but not limited to negotiation of final Indirect and Direct
Costs allowable.

14. Identify award recipients and forward those parties to senior OSBDC leadership where abuse of
Federal programs is suspected. Potential enforcement can include, suspension, debarment,
recapture, or fraud remedies.
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Chapter 13 District Director Responsibilities

A. What is the role of the District Director (DD) in the designation of an SBDC Project Officer?

The DD must nominate a person to serve as the SBDC Project Officer. The DD should send the
nomination to the OSBDC. The AA/SBDC makes the appointment and sends a letter of appointment
to the district office. The SBDC Project Officer serves as the Agency's technical representative.

B. What is the DD’s role in the recruitment process for a State/Regional SBDC Director?

The Recipient Organization must notify the SBA DD when the SBDC State/Regional Director plans
to resign or when a new SBDC State/Regional Director is to be selected. A new SBDC
State/Regional Director should be selected as soon as possible. An acting SBDC State/Regional
Director can be appointed (by the Host) until a new SBDC State/Regional Director is selected.

The SBA DD will encourage the Recipient Organization to search for a new SBDC State/Regional
Director as extensively as possible to obtain the most highly qualified candidates. The Recipient
Organization must provide the DD with an SBDC State/Regional Director Recruitment Plan. The
DD, in conjunction with the PM, approves or disapproves the SBDC State/Regional Director
Recruitment Plan. The DD will authorize the recruitment via a written notice of concurrence.

C. What is the DD’s role in the selection process for a State/Regional SBDC Director?

The DD provides written concurrence prior to the approval of the new SBDC State/Regional
Director. Upon receipt of this concurrence the Recipient Organization may move forward with hiring
the selected candidate. In multi-district states, all DDs must provide their written concurrence prior
to the approval of the new SBDC State/Regional Director. Upon receipt of these concurrences the
Recipient Organization may move forward with hiring the selected candidate.

If the DD objects to the final candidate selected, then the DD must provide a written copy of their
objection to the Recipient Organization, the Regional Administrator (RA), and the AA/SBDC within
10 business days. The objection must set forth the relevant selection criteria that the DD believes the
candidate fails to meet.

Upon receipt of a written objection, the AA/SBDC will conduct a fact-finding effort with the
appropriate parties including the Recipient Organization, the RA, and the DD to review the reason(s)
for the objection. The AA/SBDC in consultation with the AA/OED will make the final
determination within 15 business days of receipt of the DD’s objection.

A Dispute between the Recipient Organization and the SBA DD(s) wiil be resolved through the
Programmatic Dispute Resolution process outlined in 13 CFR Part 130.630(b).
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. How does the DD obtain SBDC assistance to help the District Office meet its goals?

The DD is responsible for making sure the PO is aware of the District Office’s goals and has input
into the District’s marketing plan. The DD must work with the PO to determine how the SBDC can
work most effectively with SBA to meet the District Office's established goals.

What is the DD's responsibility with regard to approval of the final SBDC proposal?

The DD signs a letter of concurrence and submits the letter to the AA/SBDC with the annual SBDC
proposal. In multi-district offices, all DDs must provide their written concurrence prior to approval
of the proposal.

. How can the DD serve as an Advocate for the SBDC Program within the District?

When appropriate, the DD should include the SBDC Program and its accomplishments in
presentations within the district.

. What is the DD's role in monitoring the SBDC and resolving problem situations?

The DD has responsibility for overseeing the PO in monitoring the SBDC to ensure that the SBDC
conforms to the Cooperative Agreement. When problems develop, the DD must attempt to resolve
the problems at the local level.

. What must the DD do if the District Office intends to disapprove the SBDC's Renewal

Application?

The DD should notify the SBDC Director and any other appropriate official of the Recipient
Organization that the District Office does not intend to approve the renewal Application when there
is sufficient evidence of SBDC non-performance, poor performance, or unwillingness to implement
changes to improve performance, under the terms of the Cooperative Agreement or Federal
Regulations. See chapter 12 for suspension, termination, or non-renewal procedures,
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Chapter 14 Project Officer Responsibilities

A. What are a Project Officer’s (PO) overall responsibilities?

The AA/SBDC delegates compliance responsibilities to the PO at the SBA district office for the
local SBDC. A PO acts as the liaison between the SBDC, the SBA, and other resources. The PO
monitors the SBDC to ensure compliance with the Cooperative Agreement. The results of
compliance monitoring are reported to the OSBDC by the PO.

B. What are the PO’s programmatic responsibilities?
The PO must:

1. Ensure that other SBA district or branch office personnel involved with the SBDC participates in
the review of the annual proposal. If multiple district offices are in the geographic area of the
SBDC, all of the DDs in those offices must agree that the proposal is complete before forwarding
the Letter of Support to OSBDC.

2. Ensure the SBDC coordinates with other SBA programs and resource partners.

3. Ensure the SBDC responds to the local needs of the community, SBA priorities, special
initiatives, and legal and program policy guidelines.

4. Meet with the Lead SBDC Director to discuss proposed activities/goals.

5. Check the proposal for accuracy and ensure that the Application/proposal package includes all
appropriate attachments.

6. Inform OSBDC of any potential problem areas.
7. Prepare a concurrence or non-concurrence memo for the signature of the DD(s).

8. Forward the completed proposal checklist and Letter of Support to the AA/SBDC, within the
time frame specified by OSBDC.

9. Conduct a specific review of the SBDC proposal.

C. How does the PO review the SBDC proposal?

In reviewing the SBDC proposal for a one-year renewal, the PO completes the Proposal Review
Checklist (See Appendix 1).

D. What are the monitoring responsibilities of the PO?

The primary responsibility of the SBDC PO is to monitor the SBDC Program to ensure compliance
in the use of Federal funds. The SBA PO should:

1. Ensure SBDC activities are responsive to SBA national and local priorities and comply with the
law, Federal Regulations, the PA, the Cooperative Agreement, and SBA policy

2. Conduct yearly monitoring of the Lead SBDC. Make site visits at least once every other year to
all service delivery locations (site visits may be delegated to other SBA field staff). Ensure that
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SBDC activities are responsive to SBA national and local priorities and conform to the
requirements of the law, the Federal Regulations, the PA, and the Cooperative Agreement. Note:
2 CFR Part 200, Subpart F requires SBDCs to make all records available to SBA for review upon
request.

3. Ensure SBDCs do not compete and make every effort to avoid the appearance of competition
with the private sector.

4. Ensure SBDC locations are suitable. Client delivery locations must be readily accessible and
provide adequate parking for Clients. Make sure there are signs identifying the location of the
SBDC. Check to see that the SBA/SBDC partnership logo is prominently displayed at the front
of each office. Lead SBDCs and other SBDC service center locations must maintain publicly
listed telephone numbers with separate SBDC telephone lines.

5. Review and analyze reports.

6. Review Client files. Client files should not remain open more than 120 days without a
documented follow-up review or Counseling session.

7. Review Training and Counseling activities. A supporting SBA Form 888, "Management
Training Report,” (Appendix 11) or its equivalent must be available for each Training activity
entered into the EDMIS system. The SBDC should attach to SBA Form 888, or its equivalent, a
brochure or announcement of the Training, a list of registered participants, their addresses, and
individual Training evaluations from the attendees.

8. Ensure that the SBDC is providing all services on a non-discriminatory basis and not excluding
individuals from a program because of race, color, religion, sex, age, disability, or national
origin. The SBDC must hold SBDC-sponsored programs in handicapped-accessible locations
and must make reasonable accommodations upon request for visually- and hearing-impaired
attendees.

9. Ensure that any publication generated by an SBDC, whether copyrighted or not, includes an
acknowledgment of support by SBA and the Cooperative Agreement number. Publications
produced by the SBDC should promote SBDC services and provide information of direct benefit
to the local small business community served by the SBDC. This includes newsletters, Training
brochures, etc.

10. Review the SBDC's fees for service. An SBDC may charge Clients a reasonable fee to cover the
cost of Training (sponsored or co-sponsored by the SBDC), the sale of books, the rental of
equipment or space, research work or other specialized services, or the costs of services provided
or obtained by third parties. An SBDC may not charge fees for Counseling; however, an SBDC
may charge Clients a fee to cover the cost of non-Counseling services provided by or obtained
from third parties, or the cost of providing specialized services (i.e., running a computer search,
retrieval of information, or providing a printout to an SBDC Client).

1. Recommend specific actions to strengthen/improve the program to the PM.
12, Provide prior recommendation when required.

¢ The PO must recommend approval of the transfer of funds for the purchase of equipment or
additional official out-of-state travel if the SBDC did not include funds in the approved
budget.
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¢ The PO’s recommendation is also necessary for the carryover of unobligated Federal funds
from one Budget Period to another for non-recurring, non-severable, bona fide needs of the
SBDC Network as provided in OMB CFRs, 13 CFR Part 143, and the annual SBDC PA.

13. Serve as a liaison.

¢ The PO is the liaison between the SBDC, SBA, and other resources.

e The PO is responsible for informing the SBDC of any changes to policy or legal decisions
affecting the program.

14. Distribute reports. The SBDC should email the performance report to the PO. If the report is
complete, email the report, accompanied by the Grants/Cooperative Agreement Monitoring
Statement, to the PM in OSBDC. A copy is retained for the district office file. This statement
should include the PO’s assessment of the program’s compliance, resulting from findings during
oversight visits and reviews.

E. What are the PO’s financial responsibilities?
1. Review the budget portion of the SBDC proposal.

2. Review the costs proposed in the budget Application of the SBDC proposal as well as
subsequent programmatic and budget revisions and/or amendments. The PO should have a
general working knowledge of the documents that apply to the administration of grants and the
costs the SBDC may charge to the grant. Principles for determining allowable costs are
contained in 2 CFR Part 200.

3. Complete the Proposal Review Checklist provided by OSBDC. See Appendix 1.
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Chapter 15 Host/Recipient Responsibilities

What are the Host/Recipient’s responsibilities?

1. Encourage the SBDC to maximize efforts to leverage SBA funding by coordinating their activities
and working to expand the scope and reach of their project, in collaboration with entities such as
SBA’s District Offices; other federal, state, local, and tribal government agencies; other SBA grant
Recipients/resource partners (SCORE, WBCs); trade associations; business/industry groups;
institutions of higher education; and/or private organizations. Additionally, Recipient Organizations
should note the availability of any non-award funds and/or in-kind resources that will be pledged to
the performance of their projects.

2. Promote an inclusive vision of entrepreneurship--one that draws entrepreneurs of all demographics,
backgrounds, and locations into the SBDC for business assistance.

3. Ensure that federal funds are matched on a 1:1 ratio. Nonfederal Matching Funds may take the form
of cash or cash equivalent, in-kind donations provided by a third party, or unreimbursed Indirect
Costs (i.e., waived Indirect).

4. Provide efficient and effective oversight to the SBDC Lead Center.
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Chapter 16 SBDC State/Regional Director Responsibilities

A. What are the SBDC State/Regional Director's responsibilities as described in the regulations?
The responsibilities of SBDC Directors are found in 13 CFR Part 130.350(b). The regulation states:

The SBDC Director shall direct and monitor program activities and financial affairs of the SBDC
Nebwork to deliver effective services to the small business community, comply with applicable laws,
regulations, OMB CFRs and Executive Orders and implement the Cooperative Agreement. The
SBDC Director has authority to control expenditures under the Lead Center's budget. SBDC
Directors may manage other programs in addition to the SBDC Program if the programs serve
small businesses and do not duplicate the services provided by the SBDC Network, However, SBDC
Directors may not receive additional compensation for managing these programs. The SBDC
Director shall serve as the principal contact point for all matters involving the SBDC Nerwork.

B. How is the SBDC State/Regional Director's position described?

The SBDC State/Regional Director position is full time. When located in an academic setting, the
SBDC State/Regional Director is accountable directly to an official at a Dean's level or higher of the
academic institution. In a non-academic setting, the SBDC State/Regional Director is accountable to
a position equivalent to that of the office responsible for small business development within the state
and must be a career, nonpolitical appointment. The SBDC State/Regional Director’s position shall
be the highest management position established within the SBDC organization unless it can be
clearly shown that a higher position is necessary and would directly further SBDC Program
objectives. The SBDC State/Regional Director serves as the principal contact point for all matters
involving the SBDC Network. An SBDC State/Regional Director:

1. Manages the Lead SBDC and its other service delivery locations.
2. Develops SBDC implementation plans and oversees program development.

3. Controls and is accountable for the budget, including procurements, sub-grants, contractual
arrangements in accordance with applicable OMB CFRs, uniform administrative requirements,
cost principles, Federal and FAR regulations, and state and local audit requirements as outlined
in the Cooperative Agreement.

4. Manages the cash account allocated to the SBDC Program, as well as the SBDC budget.
5. Allocates funds to the SBDC Network.

6. May contract directly or indirectly with other SBA program offices, government agencies, or the
private sector to perform SBDC-related activities, provided that these activities do not duplicate
those included in the Cooperative Agreement or negatively affect the milestones established for
the SBDC. The Director must ensure that complete programmatic and financial records are kept
for other activities to ensure a clear audit trail.

7. Serves as an advocate for the SBDC Program, with responsibility for all promotion and public
relations activities.

8. Solicits resources for the SBDC. These resources may include funds, employees, equipment, etc.
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9. Resolves major problems that arise as the result of SBDC activities. When appropriate, the
Director consults with SBA's PO and/or DD.

10. Coordinates with the Recipient Organization and other economic development organizations and
programs, as well as SBA's economic development programs, as appropriate to extend services
and avoid duplication of effort.

. Monitors SBDC Network activities, conducts internal evaluations, and manages internal quality
control.

12, Ensures that the Lead SBDC Center maintains, and requires each service provider to maintain,
detailed, complete, and accurate Client activity files. SBDC service providers must also maintain
records and supporting materials required for a Lead and Sub-center audit. Furthermore, the
Director must require each of the service providers to maintain detailed financial records in
accordance with OMB CFRs and the SBDC PA.

13, Maintains financial, programmatic, and all other records pertinent to the award for a period of
three years from the date of submission of the Federal Financial Report (SF-425). The only
exceptions are: (1) when there is any litigation, claim, or audit started before the expiration of the
three-year period, the SBDC involved must retain its records until the Agency has resolved and
taken final action on all litigation, claims, or audit findings involving the records; (2) records for
real property and equipment acquired with federal funds must be retained for three years after
final disposition.

Note: Because SBDCs are required to maintain records for a period of three years and the SBDC
State/Regional Director may not retain his/her position for the entire retention period, it is the
responsibility of the Recipient Organization and the service provider Hosts to ensure that these
records are maintained for SBDC Network audits.

14, Establishes standards of conduct procedures throughout the SBDC Network to prevent conflict
of interest situations and/or the appearance of conflict of interest. These procedures must cover
all SBDC Employees, volunteers, and/or consultants who provide services under the Cooperative
Agreement with SBA.

15. Establishes an SBDC state/regional advisory board to advise, counsel, and confer with him/her
on matters pertaining to the operation of the SBDC. The majority of the board must be
representatives from small businesses or associations representing small businesses. Board
members must be from the entire area of service.

New SBDC Lead Centers must establish a state/regional SBDC advisory board no later than the
second Budget Period. The reasonable cost of travel of any board member for official board
activities may be paid out of the SBDC's budgeted funds.

The other SBDC service delivery directors may elect to establish a local advisory board to
advise, counsel, and confer on the operation of their respective center.

16. Ensures that all audit findings from audits conducted in accordance with the Single Agency
Audit Act of 1984, as amended, (31 U.S.C. 7501-7) are resolved. These audits must be made by
an independent auditor in accordance with generally accepted Government Auditing Standards
covering financial and compliance audits.
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Chapter 17 Application and Renewal Process

What should one know about funding the SBDC Program?

{

National Funding. Congress provides funding for the national SBDC Program through an annual
appropriation in SBA’s budget. Federal funding allocations are based on a population formula which
stipulates the maximum Federal dollars a particular SBDC can receive. Each year, SBA provides no
more than 50 percent of the cost of each state program, with the remainder comprised of state, local,
and private matching dollars.

The SBDC funding formula is statutorily mandated and can be found in the Small Business Act,
Section 21 4(C).

State/Regional Funding. The AA/SBDC is responsible for recommending the annual program
budget, reviewing the annual budgets submitted by each applicant, and establishing appropriate
funding levels. Under the Cooperative Agreement, the Agency provides funds to the Recipient
Organization. Subsequently, the Lead SBDC allocates these funds to the other SBDC service
delivery locations in accordance with the budget approved by SBA. No Recipient shall receive an
SBDC grant exceeding its pro rata share of all SBDC grants, as determined by the statutory formula,
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Chapter 18 Process for Establishing a New SBDC Network

A. What is the process for establishing a new SBDC Network?

While it is the Agency's intention to fund continuing SBDC applicants annually, in those situations

where SBA solicits a new Application from an academic institution to sponsor an SBDC in a

specific state or region (i.e., as the result of a withdrawal or termination), the following procedures

apply:

1. The SBA District Office contacts the OSBDC immediately to inform them of the possibility of a
new SBDC Application.

2. SBA writes a new PA specifically for that network and posts it to Grants.gov.

3. SBA determines which Applications are eligible; ineligible Applications receive no
consideration and do not receive further communication from the SBA.

4. The SBA holds a bidders’ conference for prospective Applicants.
5. PMs evaluate submitted Applications and makes recommendation to AA/SBDC.

6. DD also offers his/her recommendation based upon which proposal most closely responds to the
needs of the state/regional small business community.

The Objective Review Committee reviews all proposals and makes a recommendation to the
AA/SBDC.

7. AA/SBDC selects successful Applicant.

8. SBA notifies successful Applicant of its selection.

9. SBA notifies others of their non-selection,

B. What is a bidders’ conference?

The bidders’ conference is a meeting between the SBA and prospective Applicants. The meeting is
held to inform prospective Applicants of the Application process and to answer questions they may
have.
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Chapter 19 Dispute Resolution Procedures

How are financial and/or programmatic Disputes between the Agency and a Recipient
Organization resolved?

The procedures for resolving financial and programmatic Disputes are found in 13 CFR Part 130.630.
Two notations are as follows:

(b) Programmatic (non-financial) Disputes.

(1) If a programmatic Dispute is not resolved at the SBA District Office level, the Recipient
Organization may request its submission to the next SBA administrative level having authority to
review such matter. The PO shall refer the Dispute in writing, including comments of the SBDC
Director, within 15 calendar days of receipt of the request. [NOTE: THE NEXT SBA
ADMNISTRATIVE LEVEL HAVING AUTHORITY TO REVIEW SUCH MATTER IS
GENERALLY THE SBA REGIONAL ADMNISTRATOR.]

(2) If the programmatic Dispute is not resolved at an intermediate SBA administrative level
within 15 calendar days of receipt thereof, it shall be forwarded, in writing, to the AA/SBDCs for
Jfinal resolution. All comments of the SBDC Director must be included in any package forwarded
to the AA/SBDCs. {NOTE: THE AA/SBDC MAY APPOINT AN ADVISORY PANEL
CONSISTING OF AN SBA PO AND AN SBDC STATE/REGIONAL DIRECTOR. BOTH
SHOULD BE EXPERIENCED AND NOT FROM THE GEOGRAPHIC AREA OF THE
PROGRAMMATIC DISPUTE. THE ADVISORY PANEL WILL BE REQUIRED TO
SUBMIT A WRITTEN RECOMMENDATION TO THE AA/SBDC FOR CONSIDERATION.]
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Chapter 20 Suspension, Termination, and Non-Renewal of the Cooperative
Agreement

How does the SBA Suspend, Terminate, or Deny renewal of an SBDC Cooperative Agreement?

The procedure for suspension, termination, or non-renewal of a Cooperative Agreement is found in 13
CFR Part 130.700.

(a)General. After SBA has entered into a Cooperative Agreement with a recipient organization
it shall not suspend, terminate or fail to renew the agreement unless SBA gives the recipient
organization written notice setting forth the reasons and affording the recipient organization an
opportunity for a hearing. Subject to this requirement and the provisions of §13 CFR Part
130.700(c) regarding non-renewal _procedures for non-performance, the applicable general
procedures for suspension and termination are contained in 13 CFR Parts [43.43 and 143.44,
and in OMB Circular A-110, Attachment L.

(b)Causes. Causes which may lead to suspension, termination, or failure to renew include non-
performance, poor performance, unwillingness to implement changes to improve performance,
or any of the following reasons:

(1) Disregard or material vielation of these regulations;

(2) A willful or material failure 10 perform under the Cooperative Agreement or under these
regulations;

(3) Conduct reflecting a lack of business integrity or honesty;

(4) A conflict of interest causing real or perceived detriment to a small business concern, a
contractor, the SBDC or SBA;

(5) Improper use of Federal funds;

(6) Failure of a Lead Center or its subeenters to consent to audils or examination or fo maintain
required documents or records;

(7) Failure of the SBDC Director to work at the SBDC Lead Center on a full-time basis;

(8) Failure promptly to suspend or terminate the employment of an SBDC Director, subcenter
Director or other key employee upon receipt of knowledge by the recipient organization and/or
SBA that such individual is engaging in or has engaged in conduct resulting in a criminal
conviction or civil judgment which would cause the public to quesiion the SBDC's business
integrity, taking into consideration such factors as the magnitude, repetitiveness, harm caused
and remoteness in time of the activily or activities underlying the conviction or judgment.

(9) Violation of the SBDC's standards of conduct as specified in these rules and as established by
the SBDC pursuant to these rules; or

(10) Any other cause not otherwise specified which materially and adversely affects the
operation oy integrity of an SBDC or the SBDC program.

(c)Non-Renewal Procedure.
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(1) Subject to 13 CFR Part 130.700(a), when an SBA District Director believes there is sufficient
evidence of SBDC nonperformance, poor performance or unwillingness to implement changes to
improve performance, under the terms of the Cooperative Agreement or these regulations, the
District Director shall notify the SBDC_Director and any other appropriate official of
the recipient organization of an intention not to approve its renewal gpplication.

(2) Notice can be submitted at any time during the budget period but normally should be sent no
later than 3 months prior to the due date for renewal applications at the District Office.

(3) The notice shall specifically cite the reasons for the intention not to renew. It must allow
the recipient organization 60 davs within which to change its operations to corvect the problems
cited in the notice, and to report to the Project Officer, in writing, regarding the results of such
changes.

(4) If the recipient organization is unwilling or unable to address the specific problem areas to
the satisfaction of the SBA District Office within the 60-day period, the SBA Project Officer shall
have ten (10) calendar days after expiration of the 60 days to submit to the AA/SBDCs a written
description of the unresolved issues, a summary of the positions of the District Office on the
issues, and any supportive documentation.

(5) The AA/SBDCs shall transmit a written, final decision to the recipient organization,
the SBDC Director, the SBA Project Officer and other appropriate SBA field office personnel
within 30 calendar days of receipt of such decumentation, unless an extension of time is mutually
agreed upon by the recipient organization and the A4/SBDCs.

(6) The AA/SBDCs shall consider written documentation of the issues to be resolved, including
all relevant correspondence between the Project Officer, District Director and any other SBA
personnel and the affected recipient organization. At a minimum, such documentation shall
commence with the first written notice of issues invoking the non-renewal procedure. In addition,
the A4/SBDCs also may communicate with the recipient organization and appropriate SBA
personnel.

(7} If the AA/SBDCs determines that the evidence submitted establishes nonperformance,
ineffective performance or an unwillingness to implement suggested changes to improve
performance, the AA/SBDCs shall have full discretion to grder non-renewal of the SBDC. The
SBA District Office shall then pursue propesals from other organizations interested in applying
Jor SBDC designation. The incumbent SBDC shall have until the end of the budget period or 120
days, whichever is longer, to conclude operations and to submit close-out documents to the SBA
District Office. Close-out procedures shall conform with applicable OMB Circulars.

(d)Effect of action on subcenter. If competing applications are being accepted, a subcenter of
the previously funded recipient organization may apply for designation as the recipient
organization, so long as the subcenter was not involved in the conduct leading to non-renewal or
termination of the former yecipient organization.
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Chapter 21 Examinations and Certification

A. What does one need to know about Examinations and Certifications?

The Small Business Act, 15 USC 21(k), established the “Examination and Certification™ functions.
The amendment directs SBA to consider the results of the program examination and certification
when extending or renewing an SBDC Cooperative Agreement.

The overall objective of these examinations is to strengthen the SBDC Program. These examinations
are to ensure:

1. The accuracy of reported financial and management data.

2. That costs incurred and claimed are reasonable, allowable, and allocable.

3. Compliance with program policies, operating procedures, applicable laws, and regulations.
4. The network is operating in an effective and efficient manner.

SBA will consider the results of the program examinations and certifications in extending or
renewing the Cooperative Agreement of an SBDC.

B. What is the SBDC Accreditation process?

SBA may provide funding the ASBDC or official organization representing the SBDCs for the
purpose of developing an SBDC certification program. The SBA Omnibus Appropriations Act for
FY 1997 strengthened the certification process by stipulating that after September 30, 2000, SBA
will not renew or extend any Cooperative Agreement unless the center has been certified. However,
the AA/SBDC may waive this requirement if - based on the facts and circumstances — he/she
determines that the center is making a good faith effort to obtain certification.

The SBA does provide financial support for the SBDC Accreditation process. OSBDC contracts
with the America’s SBDC, which performs 13 — 15 accreditation reviews annually on existing
SBDC Networks.

The Accreditation cycle occurs every five years for each SBDC. The Accreditation review process
used is based on the Baldridge Criteria for Performance Excellence. America’s SBDC Accreditation
Committee produces draft and final reports that are sent to the AA/SBDC for final review.
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Appendices (in order of appearance)
Proposal Review Checklist
Memorandum of Negotiation and Cost/Price Analysis
SBA Form 1222 - NOA
Standard Form 270 — Request for Advance or Reimbursement
Standard Form 270 — Certification Statement
Payments Policy
Match Requirements Policy for Protectorate Areas {Insular Areas)
Grants and Cooperative Agreement Carryover Funds Policy and Procedures
Grants and Cooperative Agreement Supplemental Funds Policy and Procedures
SBA Form 641 ~ Request for Counseling
SBA Form 888 — Management Training Report
Standard Form 425 - Reconciliation Checklist
Annual Closeout Instructions

Network Closeout Worksheet
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Tel: 703.487.3612 The SCORE Association

SCOR E /// Toll Free: ‘-:00 634.0245 1175 Herndon Parkway, Suite 900
® WWW SCOre.org

Herndon, VA 20170

Ken Yancey
CEO
SCORE Association

Statement to the Subcommittee on Investigations, Oversight, and Regulations
Committee on Small Business
Hearing date July 11, 2019

Chairwoman Chu, ranking member Spano, thank you for allowing SCORE to offer written
testimony related to the July 11, 2019 hearing regarding SBA’s management and oversight of
SCORE.

As we have stated previously, SCORE, its Board of Directors and staff leadership are taking the
findings in the SBA OIG’s report dated April 25, 2019 very seriously. There are legitimate issues
that need to be immediately addressed as well as misperceptions that we would like to address in
this testimony. We remain completely committed to working with the SBA fo remedy all items
in the report to the satisfaction of SBA, OIG and Congress.

Improvements needed regarding misuse of funds

The first finding relates to “Improvements needed to ensure SCORE minimizes risk of fraud or
misuse of program funds.” This finding refers to the commingling of restricted federal funds,
ensuring that federal expenses are allowable, allocable, and reasonable, the need to have an
effective contract review process, as well as clearer direction of how to properly separate
restricted and unrestricted funds at the chapter level.

Both SCORE and SBA have been aware that the commingling of restricted federal funds and
unrestricted funds was a significant weakness. Our previous agreement with the SBA was that
SCORE would report program income (restricted federal funds) separately, twice each year, mid-
year and year end. We have attached the two forms for FY17 to this testimony. SCORE also
agreed with SBA at that time to develop a consolidated system that would eliminate the
challenge of commingled funds at the chapter level.

SCORE began the development of a centralized accounting and banking system in ecarly 2016.
The system is based on the accounting software Intaact and utilizes Bill.com to make actual
payments. It was designed in conjunction with management consulting firm BDO. We will
merge over 500 accounts into one, each account being properly closed and balanced at the time
of the transfer with oversight by headquarters staff.

All chapters will be required to be on the system by September 30, 2020. Because of the
criticality of the accounting centralization project, we are currently assessing ways to advance
completion, without compromising the integrity and accuracy with which our chapters need to
operate,

SCORE is a resource pariner with the U.S. Small Business Administration
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The new system will centralize bill payment at SCORE headquarters. It consolidates all chapter
level banking into a single bank account controlled at headquarters which will include sub-
accounts for each SCORE chapter. The sub-accounts will be further divided by restricted and
unrestricted funds at the chapter level. Centralizing all chapter level banking eliminates all cash,
checks, debit cards or other payment mechanisms at the chapter level. This significantly reduces
the opportunity for embezzlement or theft of funds.

To use the new system volunteers and volunteer leaders will submit properly approved invoices
or expense reimbursement requests with itemized receipts to headquarters. The headquarters
accounting team will review requests and itemized receipts on a line item by line item basis to
ensure compliance with all policies, requirements and procedures. Approved requests will be
coded for payment with restricted or unrestricted funds on a transactional level basis and will be
paid accordingly. Reports accessible to individual chapters and at the headquarters level will
provide separation of restricted (Federal) and unrestricted funds.

Deposited funds will also be coded at headquarters as restricted or unrestricted. Again, chapters
will have access to daily reports that indicates the amount of restricted and unrestricted assets
that are available within their sub account.

SCORE believes that the new centralized accounting system provides the necessary separation of
restricted and unrestricted funds at the chapter level. SCORE has respectfully requested that
SBA and SBA OIG agree that the banking/accounting system described above, properly
implemented and used, separates restricted versus unrestricted funds at the SCORE Chapter level
to their satisfaction.

Further, chapters that have not converted to the centralized accounting system are not allowed to
spend any funds, federal or unrestricted, on unallowable costs. A partial list of the most likely
unallowable costs is below and includes the purchase of alcohol, donations, prizes or gifts,
giveaways (swag), and tickets to sporting events or sporting activities like greens fees, lift
tickets, bowling lanes etc.

The chapter will retain for review and audit, balanced monthly bank statements with copies of
checks and Form 14 expense reimbursement form such that they can be casily audited. All
volunteers and staff are required to include itemized receipts with their form 14 expense
reimbursement form for all meals and other purchases beginning July 30, 2019.

Until their Chapter converts to the Centralized Accounting system, a volunteer who submits a
Form 14 for reimbursement that includes an itemized receipt that contains an unallowable cost,
the chapter will be authorized to reimburse the amount of the expense less the amount of the
unallowable cost. [f a volunteer requests reimbursement based on a receipt that is not itemized,
the chapter must decline to pay the expense because we cannot guarantee it was not spent on
unallowable items

(S}
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At any time during the year and at the time of conversion to the new centralized accounting
system, SCORE staff or SBA may randomly audit or review these bank statements and specific
transactions 1o ensure compliance.

If a chapter is found to have disregarded this policy, either purposefully or in ervor without
correcting it, those leaders involved (including but not limited to the Chair and Treasurer) will be
removed from SCORE.

All chapter funds will be verified at the time of conversion and transferred to the centralized
accounting system as restricted or unrestricted funds. Once a chapter is fully converted to
centralized accounting, this new SCORE accounting policies related to unallowable costs will be
replaced by policies written for the centralized accounting system.

Here is a partial list of unallowable costs.

Alcohol

Donations/Grants {to any organization for any reason)

Prizes (any type for any reason)

Giveaways (Swag: speakers gifts, cups, shirts, food, candy, caps etc)
The cost of sporting events (including tickets. greens fees, lift tickets).

All accounting system changes will be debuted at SCORE National Leadership Conference in
August 2019, The training in the SOM is being updated as requested by the audit report.

Excessive bonuses

Related to the finding regarding excessive bonuses, at SCORE, bonuses are a planned part of the
compensation for all employees. At the vice president level, bonuses allow a portion of the
individual’s compensation “at risk.” Today, bonus amounts range from 10%-30% of base salary.
They are capped at those levels. At most levels, including the VP level, there are metrics
negotiated at the beginning of each fiscal year related to the payment of a bonus. Individual
employees must achieve these metrics in order to earn a bonus. Holding a portion of
compensation at risk is a widely used business practice in both nonprofit and for-profit entities.

SCORE did not budget sufficiently for the total potential bonus pool in FY17, but the bonus
ranges were set in the beginning of the fiscal year. We have provided SBA and Committee staff
an example. To fix this budgeting error, we ultimately reprogramed roughly $82.000 from a non-
compensation line item to cover the previously unbudgeted cost. Reprograming funds from non-
compensation line items to compensation is not a regular practice at SCORE. We can only find
this one occurrence. The dollar amount of bonuses paid was consistent with previous years’
levels. SCORE’s Notice of Award states that SCORE has the ability to move money within its
budget of +/- 10%. The amount moved was within that threshold. While we did not inform the
SBA, we did not intentionally keep that information from them, as we believed we were
following our Notice of Award guidelines. The move was shown in the end-of-year reporting
submitted to, and approved, by the SBA.
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We are respectfully requesting additional information regarding the unreasonableness of the
reprogramming of funds in FY17. As stated above, we made a budgeting error, but also
followed the guidelines in our Notice of Award to correct that error. We do not believe this
action was wrong and we completely understand the optics and the level of concern. Qur review
shows that under 2 CFR 200.308, federal awarding agency may, at its option, restrict the transfer
of funds among direct cost categories or programs, function and activities for federal awards in
which the federal share of the project exceeds the Simplified Acquisition Threshold and the
cumulative amount of such transfers exceeds or is expected to exceed 10% of the total budget as
last approved. There is no such language in the cooperative agreement. There is also no language
about personnel versus non-personnel costs reprogramming in the cooperative agreement or in 2
CFR 200.308. Therefore, it seems that SCORE is permitted, both under federal regulations and
the cooperative agreement — to reprogram costs between budgeted line items that are less than
10% of the total budget, as originally approved. The amount reprogrammed for this purpose was
roughly $82,000. The Additional Provisional budget line item of $157,036 was approved by
SBA.

Additionally, we have followed all of the protocols and procedures to determine a fair

and competitive market rate for the salaries of our SCORE leadership team; and therefore,
disagree to categorize the salaries as unreasonable. Our research shows that under 2 CFR
200.430g, the determination of reasonableness includes review of compensation of comparable
individuals at comparable nonprofits. SCORE commissions a salary survey every three years
with a third-party consultant to determine reasonableness and comply with IRS rules. SCORE’s
policy is to pay in a range that is plus or minus 13% of the 50™ percentile for each position. No
salary paid by federal funds exceeds the equivalent of the maximum salary allowable under
Senior Executive Service (SES) for agencies, including the U.S. Small Business Administration
(SBA) with a Certified SES Performance Appraisal System for FY 2019 and adjusted to the
Washington, D.C. market. This is a condition in the notice of award. OPM.gov states that SES
executive performance awards are permissible and provides an estimated bonus range of between
5-20% of an executive’s base pay. SCORE has provided committee staff with documentation.

We are also seeking a definition of “excessive™ related to bonuses paid by federal grant funds.

While SCORE fully understands the concern over the “optics™ related to this transaction, we do
not believe that we acted inappropriately based on the guidance provided by the SBA, the Notice
of Award and other relevant policies or directives. SCORE has also acted appropriately based on
the available definition of reasonableness of SCORE salaries and bonuses. SCORE has
respectfully requested that it not be required to reimburse the SBA/OIG $101,014 related to
excessive bonuses and the reprogramming of funds.

Improperly awarded contracts

Related to improperly awarded contracts, SCORE agrees with the SBA OIG that it did not
properly bid six contracts and will reimburse the funds accordingly. SCORE is updating its
contracting process for Headquarters and chapters to insure consistency with grant requirements
and OMB policies. The final policy will be reviewed with SBA and shared in the SCORE
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Operating Manual (SOM) no later than September 2019. Changes will include the definition of'a
contract, proper documentation, the approval process, spending levels, and required timeframe
for approval. The new policy will be discussed at the August 2019 National Leadership
Conference. SCORE and SBA have collaborated on a “contract checklist” that will be included
with every SCORE contract.

SCORE will appoint or possibly hire a compliance officer who will be responsible for reviewing
and following the policy process and other compliance related matters. SCORE will also
internally audit all existing contracts to assure compliance with all contract award procedures
and policies.

Current audit versus Sandy Audit

Several SBA leaders and Members of Congress have asked why SCORE had not implemented
changes in its contracting process given the findings of the SBA OIG related to the Super Storm
Sandy grant. The OIG audit findings related to Sandy were released in FY'17, the same year that
this audit by O1G was underway. The findings related to the disaster technical assistance grant
were resolved in September of FY 17. Given the overlap in timing and the fact that all but one of
the contracts in question were signed in FY 16 made it virtually impossible for SCORE to have
instituted changes that would have impacted the contracts in question.

Selection of Baltimore conference site

SCORE does not agree with the SBAOIG findings related to the Baltimore Marriott Waterfront
hotel for the 2017 National Leadership Conference, SCORE’s process for bidding hotel contracts
for our National Leadership Conference includes:

Determining cities of interest: Based on previous locations, travel costs, hotel
availability, and other considerations.

Contacting the Conventions and Visitors Bureau in each city for assistance in identifying
hotels with appropriate meeting and room night capacity.

The CVB of the chosen city or cities distributes SCORE’s RFP to qualified hotels and
provides responses to SCORE.

SCORE considers each bid and compares cost and services as well as travel costs,
transportation to and from the hotel, taxes and other relevant costs, SCORE develops a
short list of possible candidates and does a site visit.

Based on these data and the result of the sight visit a venue is chosen.
For the Baltimore meeting the Baltimore Marriott Waterfront was the only hotel in Baltimore

that provided a detailed bid. Two hotels declined to bid, one because they did not have our dates
available and one because they did not have rooms to accommodate our group.
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We have provided SBA and OIG with the F'Y17 National Leadership Conference RFP, copies of
our correspondence with the CVB, responses from two Baltimore Hotels that declined to bid as
well as the successful contract from the Baltimore Marriott Waterfront. Prior to its execution,
the contract with the Baltimore Marriott Waterfront and the contract awarding process was
approved by SBA.

We believe that our efforts constitute an appropriate level of effort to comply with all guidelines
and policies related to the awarding of this contract. SCORE has respectfully requested that it
not be required to remit $383,543.35 related to this contract.

[n the future SCORE will request three complete bids from hotels within the local region. If three
hotels are not available as was the case in Baltimore, MD and Jacksonville, FL, we will carefully
document that in our request for contract approval sent to SBA.

Unallowable and unallocable expenses

SCORE supports SBA OIG findings related to unallowable and unallocable expenses. SCORE
has agreed to reimburse the amounts in question. The cause in each instance was chapter level
accounting error or an inability to provide proper documentation related to invoices being paid
by restricted vs unrestricted funds.

Requesting donations for mentoring

The SBA OIG found that SCORE’s New York City chapter was requesting donations to the
Chapter from mentoring clients. After reviewing this situation and the materials being used by
the Chapter to solicit donations, SCORE headquarters agrees with the finding. SBA and SBA
OIG have agreed that the Chapter can return all donations solicited in this way to the original
donor. The chapter has agreed to provide evidence of the returned funds.

Whistleblower pelicy

SCORE’s whistleblower policy appears below. It was first distributed through the SCORE
Volunteer Center in January 2015. The policy itself was written by SCORE’s outside legal firm
of Nixon Peabody. The project was led by the Chair of our Nominating and Governance
committee at the time. We believe it is in compliance with existing whistleblower laws.

SCORE has agreed with SBA and OIG recommendations to add the SBA Whistleblower policy
to the SCORE SOM and require annual training on its interpretation and use. We are adding
whistleblower training to our volunteer onboarding process and to our annual code of ethics
review e-module.

Thus far, we have been unable to find any guidance in the 2017 Notice of Award or any other
guidance from the SBA or OIG requiring that SCORE have and maintain a whistleblower policy.
Guidance is being added to the FY20 Notice of Award. Again, SCORE added the policy below
in January 2015 with no guidance from SBA. We will follow SBA OIG recommendations
moving forward and add the SBA’s whistleblower policy and O1G Hotline.
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SCORE Whistleblower Policy, 2015.

SCORE will protect whistle-blowers as defined below.

« SCORE will use its best efforts to protect whistle-blowers against retaliation. Whistle-blowing
complaints will be handled with sensitivity, discretion and confidentiality to the extent allowed
by the circumstances and the law. Generally, this means that whistle-blower complaints will only
be shared with those who have a need to know so that SCORE can conduct an effective
investigation, determine what action to take based on the results of any such investigation, and
in appropriate cases, with law enforcement personnel. {Should disciplinary or legal action be
taken against a person or persons as a result of a whistle-blower complaint, such persons may
also have the right to know the identity of the whistle-blower.)

« Employees, contractors and volunteers of SCORE may not retaliate against a whistle-blower
for informing management about an activity which that person believes to be fraudulent or
dishonest with the intent or effect of adversely affecting the terms or conditions of the
whistle-blower’s employment, including but not limited to, threats of physical harm, loss of
job, punitive work assignments, or impact on salary or fees. Whistle-blowers who befieve that
they have been retaliated against may file a written complaint with the Secretary or the Chair
of the Board. Any complaint of retaliation will be promptly investigated and appropriate
corrective measures taken if allegations of retaliation are substantiated. This protection from
retaliation is not intended to prohibit supervisors from taking action, including disciplinary
action, in the usual scope of their duties and based on valid performance-related factors.

« Whistle-blowers must be cautious to avoid baseless allegations (as described earlier in

the definitions section of this policy).

Dismissal of whistleblower

SCORE agrees with the SBA OIG that a Whistleblower was inappropriately dismissed. Based
on documents provided by the volunteer leaders involved, the dismissal was for issues unrelated
to the occurrence of employee thefl and the subsequent reporting of that theft in the Seattle
Chapter. Upon further review by SCORE’s Board of Directors and legal counsel, termination
was not appropriate. The volunteer leaders involved were reprimanded.

SCORE, the Board of Directors and staff are committed to working with the SBA, OIG, Senate
and House to resolve these issues and make the changes needed to ensure they are not repeated.
We are very concerned that SCORE clients will ultimately be impacted and we are working hard
to make the needed changes and at the same time serve clients.

These findings are related to the administration and leadership at SCORE headquarters and
should not be allowed to tarnish or undermine the great work done by SCORE volunteers over
the last 55 years. SCORE has mentored and trained millions of individuals and businesses. 1t has
helped clients create hundreds of thousands of businesses and jobs. It still deserves the funding
and support that will allow it to continue to scale and grow, allowing SCORE to fulfill its
mission of growing thriving entrepreneurial communities through mentoring and education. We
stand by that mission, our vision, values and client success. We appreciate the many years of
support that has been provided by this committee and its individual members. We will fix these

7
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problems to your satisfaction and continue to provide excellent services to communities and
individuals across America.

Respectfully submitted,
Ken Yancey
CEO SCORE
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